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OUR CORE BUSINESS

Retail, export and manufacture of casual wear apparel

OUR VISION

To become a market leader in casual wear apparel retailing
and

to be one of the best casual wear apparel suppliers

OUR MISSION

Focused on cur customers, we endeavour to provide quality products
and services with added value. We strive after:
+  customer satisfaction;
+  stoff development;
. reasonable equity return; and
. growth with our business partners,

SO as to benefit our community.
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NCTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the annual general meeting of Glorious Sun Enferprises Limited (the
“Company”) will be held at Xiamen Suite, 3/F, The Marco Polo Prince, Harbour City, 23 Canton
Road, Tsimshatsui, Kowloon, Hong Kong on Friday, 26 May 2006 at 2:30 p.m. for the following

pUrposes:

(1) To receive and consider the financial statements and the reports of the directors and
auditors for the year ended 31 December 2005.

(2) To declare the final dividend for the year ended 31 December 2005,

(3) To declare the special dividend for the year ended 31 December 2005.

(4) To elect directors and to authorise the board of directors to fix the remuneration of
directors.

(&) To appoint auditors and to authorise the board of directors to fix their remuneration.

(6) As special business, to consider and, if thought fit, pass the following resolutions as Ordinary

Resolutions:

ORDINARY RESOLUTIONS
(A)  “THAT:

0 subject to sub-paragraph (Il of this resolution, the exercise by the directors of
the Company during the Relevant Period (as hereinafter defined) of all the
powers of the Company to allot, issue and deal with additional shares in the
capital of the Company and to make or grant offers, agreements and options
which might require the exercise of such powers be and is hereby generally
and unconditionally approved,

(1)  the approval in sub-paragraph () of this resolution shall authorise the directors
of the Company during the Relevant Period to make or grant offers,
agreements and options which might require the exercise of such powers after
the end of the Relevant Period;

(@)
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(M)

the aggregafe nominal amount of share capital allotted or agreed
conditionally or unconditionally to be allofted (whether pursuant to an option
or otherwise) and issued by the directors of the Company pursuant to the
approval in sub-paragraph () of this resolution, otherwise than pursuant to ()
a Rights Issue (as hereinafter defined) or upon the exercise of rights of
conversion or subscription under any securities which are convertible into
shares of the Company or (b) the share opfion scheme or similar arrangement
of the Company for the time being adopted for the grant or issue to officers
and/or employees of the Company and/or any of ifs subsidiaries of shares or
rights to acquire shares of the Company or (¢) any scrip dividend or similar
arrangement providing for the allotment of shares in lieu of the whole or part
of a dividend on shares of the Company in accordance with the Bye-laws of
the Company, shall not exceed the aggregate of : (aa) 20 per cent. of the
aggregate nominal amount of the issued share capital of the Company on the
date of this resolution and (bb) (if the directors of the Company are so
authorised by a separate ordinary resclution of the shareholders of the
Company) the nominal amount of share capital of the Company purchased
by the Company subsequent to the passing of this resolution (up to a
maximum equivalent to 10 per cent, of the aggregate nominal amount of the
share capital of the Company in issue af the dafe of passing this resolution)
and the said approval shall be limited accordingly; and

for the purpose of this resolution ;

"Relevant Period” means the period from the passing of this resolution unfil
whichever is the earliest of :

(@) the conclusion of the next annual general meeting of the Company;

(b) the expiration of the period within which the next annual general
meeting of the Company is required by the Bye-laws of the Company or
any applicable law to be held; and

(c) the revocation or variation of the authority sef out in this resolution by an
ordinary resolution of the shareholders of the Company in general
meeting.
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“Rights Issue” means an offer of shares open for a period fixed by the directors of the
Company to holders of shares on the register on a fixed record date in proportion to
their then holdings of such shares (subject to such exclusion or other arrangements
as the directors of the Company may deem necessary or expedient in relation fo
fractional entitlements or having regard to any restrictions or obligations under the
laws of, or the reguirements of, any recognised regulatory body or any stock
exchange in any ferritory outside Hong Kong).”

“THAT:

Q) subject to sub-paragraph (i) of this resolution, the exercise by the directors of
the Company during the Relevant Period (as hereinafter defined) of all powers
of the Company fo purchase shares in the issued share capital of the
Company be and is hereby generally and unconditionally approved;

(I the aggregate nominal amount of share capital of the Company which the
Company is authorised to purchase pursuant to the approval in sub-paragraph
(I) of this resclution shall not exceed 10 per cent. of the aggregate nominal
amount of share capital of the Company in issue on the date of this resolution
and the said approval shall be limited accordingly; and

()  for the purpose of this resolution :

"Relevant Period” means the period from the passing of this resolution until
whichever is the earliest of .

(@) the conclusion of the next annual general meeting of the Company;
(b) fthe expirafion of the period within which the next annual general

meeting of the Company is required by the Bye-lows of the Company or
any applicable law to be held; and
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(¢) the revocation or variation of the authority set out in this resolution by an
ordinary resolution of the shareholders of the Company in general
meeting.”

(C) “THAT the directors of the Company be and cre hereby authorised to exercise the
powers of the Company referred to in paragraph (1) of the resolution set out as
resolution (B)(A) in the notice of the meeting of which this resolution forms a part in
respect of the share capital of the Company referred to in sub-paragraph (bb) of
paragraph (i) of such resolution.”

(7)  Totransact any other ordinary business of the Company.
By Order of the Board

Mui Sau Keung, Isaac

Compcny Secretary

Hong Kong, 28 April 2006

Principal Place of Business: Registered Office.
Glorious Sun Group Building Clarendon House
97 How Ming Street 2 Church Street
Kwun Tong Hamilton HM11

Kowloon Bermuda
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Notes:

A member entitled to attend and vote at the above meeting is entitled to appoint a proxy to attend
and vote in his stead. A member who is the holder of two or more shares may appoint more than one
proxy to represent him and vote on his behalf. A proxy need not be a member of the Company.

A form of proxy for the meeting is enclosed. In order 10 be valid, the form of proxy together with a
power of atforney or other authority, if any. under which it is signed or a notarially certified copy of
that power or authority, must be deposited at the Company’s principal place of business at Glorious
Sun Group Building, 97 How Ming Street, Kwun Tong, Kowloon, Hong Kong not less than 48 hours
before the time appointed for the meeting or any adjournment thereof.

The register of members of the Company will be closed for the purposes of determining the
entitlements to the proposed final and special dividends and the identity of members who are
entitled to attend and vote at the meeting from Tuesday, 23 May 2006 to Friday, 26 May 2006, both
days inclusive, during which period no tfransfers of shares shall be effected. In order to qualify for the
proposed final and special dividends, all transfers of shares accompanied by the relevant share
cerfificates must be ledged with the Company’s share registrars in Hong Kong, Computershare Hong
Kong Investor Services Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Hong Kong for registration by no later than 4:00 p.m. on Monday, 22 May 2006,

In relation to agenda item No. (4) in the Noftice regarding election of directors, Mr. Chan Wing Kan,
Archie and Mr. Teo Heng Kee, Peter will retire at the forthcoming annual general meeting of the
Company pursuant to bye-law 101 of the Company’s Bye-laws and, being eligible, offer themselves
for re-election. Mr. Yeung Chun Fan, Mr, Yeung Chun Ho and Mr. Hui Chung Shing, Herman, JP will also
refire by rotatfion at the forthcoming annual general meeting of the Company pursuant fo bye-law
110(A) of the Company’s Bye-laws and, being eligible, cffer themselves for re-election, Mr. Wong Man
Kong, Peter, BBS, JP will also retire ¢t the forthcoming annual general meeting of the Company at
which his ferm of appointment will expire, and he is eligible for re-election.

The bicgraphical details and length of service with the Company of all the directors who stand for
re-election at the forthcoming annual general meeting are set out in the "Directors’ and senior
management’s biographies” section in this annual report.

The amount of emoluments paid for the year ended 31 December 2005 to each of the directors who
stand for re-election at the forthcoming annual general meeting together with the basis of
determining such emoluments are set cut in nofe 8 to the financial statements in this annual report.

Other biographical details of each of the directors who stand for re-election at the forthcoming
annual general meeting are set out below to enable shareholders to make an informed decision on
their re-elections. Save for the information set out in this paragraph 7 and in paragraphs 4 to 6 above,
there is no information to be disclosed pursuant to any requirements of the provisions under
paragraph 13.51(2) of the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited nor are there other matters that need to be brought to the attention of shareholders in
respect of the directors who stand for re-election at the forthcoming annual general meeting.
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Mr. Chan Wing Kan, Archie, aged 59, is an executive director of the Company and was a non-
executive director of (i) Generra Spertswear Company, Inc., a company incorporated in
Washington, USA (a corporate structure inclusive of (i) Generra Sportswear (HK) Limited, a
company incorporated in Hong Kong and (iii) Generra Production Corporation, a corporation
incorporafed in Washington, USA). These three companies were involved in design,
manufacture and saie of the Generra Sportswear lines. At all material time Mr. Chan had no
duty in the day-to-day operations of Generra Sportswear Company, Inc. On 2 July 1992,
Chapter 11 proceedings were instituted and Generra Sportswear Company, Inc. was
administratively dissolved in 1995, Generra Sportswear (HK) Limited was dissolved on 13
September 2002 aond Generra Production Corporation was dissolved in 1994, respectively. So
far, no allegation has been made against Mr. Chan in Generra Sportswear Company, Inc. for
fraud, negligence or any conduct of dishonesty.

Mr. Teo Heng Kee, Peter, aged 40, is an executive director of the Company and responsible for
the business development of the Group.

Mr. Yeung Chun Fan, aged 53, is an executive director of the Company, a brother of Dr. Charles
Yeung, SBS, JP and Mr. Yeung Chun Ho. As af 21 April 2006, being the latest practicable date
prior to the printing of the Notice (the “lotest practicable date”), Mr. Yeung Chun Fan is
deemed to hold 638,464,000 shares of the Company (being (i) 396,454,000 shares (of which
interests in 6,600,000 shares are short position) are held by Glorious Sun Holdings (BVI) Limited
(the entire issued voting share capital of which was held as to 51.934% by Dr. Charles Yeung,
SBS, JP and as to 48.066% by Mr. Yeung Chun Fan), 233,540,000 shares are held by Advancetex
Holdings (BV1) Limited (the entire issued voting share capital of which was held as to 51.934%
by Dr. Charles Yeung, SBS, JP and as to 48.066% by Mr, Yeung Chun Fan) and 1,740,000 shares
are held by G. S. Strategic Investment Limited (the entire issued voting share capital of which
was held as to 50% by ecach of Dr. Charles Yeung, SBS, JP and Mr. Yeung Chun Fan) and (i)
6,730,000 shares are held by Ms. Cheung Wai Yee, the spouse of Mr, Yeung Chun Fan) within
the meaning of Part XV of the Securities and Futures Ordinance (the “SFO”).

Mr. Yeung Chun Ho, aged 61, is an executive director of the Company, a brother of Dr. Charles
Yeung, SBS, JP and Mr. Yeung Chun Fan. Mr. Yeung Chun Ho's interest in the shares of the
Company within the meaning of Part XV of the SFO are set out in the "Directors’ inferests and
short positions in securities” section in this annual report and remain unchanged as at the
latest practicable date.

Mr. Hui Chung Shing, Herman, JB aged 55, is an executive director of the Company and his
interest in the shares of the Company within the meaning of Part XV of the SFO are sef out in
the “Directors’ interests and short positions in securities” section in this annual report and
remain unchanged as at the latest practicable date.

]
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Mr. Wong Man Kong. Peter, BBS, JB aged 57, is an independent non-executive director of the
Company. In the past three years, Mr. Wong is a director of Hong Kong Ferry (Holdings) Co.
Ltd., China Travel International Investment Hong Kong Limited, Sun Hung Kai & Co. Limited,
Chinney Investments, Limited and Sino Hotels (Holdings) Limifed. He does not have any interst
in the shares of the Company.

Pursuont to the Company’s Bye-laws, at any general meeting a resolution put to the vote of the
meeting shall be decided on a show of hands unless a poll is (before or on the declaration of the
result of the show of hands or on the withdrawal of any other demand for a poll) demanded:

M

(i)

(iil)

(v)

by the chairman of the meeting; or

by at least three members present in person (or, in the case of a member being a corporation,
by its duly authorised representative) or by proxy for the fime being entitled to vote cf the
meeting; or

by any member or members present in person (or, in the case of a member being a
corporation, by its duly authorised representative) or by proxy and representing not less than
one-tenth of the total voting rights of all the members having the right to vote at the meeting;
or

by any member or members present in person (or, in the case of a member being a
corporation, by its duly authorised representative) or by proxy and holding shares in the
Company conferred a right to vote at the meeting being shares on which an aggregate sum
has been paid up equal fo not less than one-tenth of the total sum paid up on all the shares
conferring that right.
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GROUP RESULTS

Year 2005 was the first year after the entire lifting of textile export quota among WTO members. In
response to the surging of textile export from the PRC, related interest groups in importing
countres made various appeals fo their respective governments to re-impose substifuting
restrictions. After several rounds of negotiation, the PRC finally reached agreements with
European Union and US respectively in June and November to put ceilings to certain categories
of textile exports. Thus export market in the year under review was disturbed by these
uncertainties. With sustained prudence, the Management refrained from expanding the garment
production and got away from the problems of excess production capacity as well as the
relatec damages arising therefrom. The retail market, though competitive, was still very resilient
because the macro economic development in the PRC really progressed at high speed. The
Managcement upheld the strategy of developing only its core and leading business but not other
diversitied investments. Retail business was identified by the Group as its core and leading
business which deserved the Group’s huge amount of human and financial supports. As @
contrast, the Group just maintained or even scaled down its non-core businesses such as apparel
manufacturing and merely fook those businesses as the supporting operations for the retail
business. This stratfegy was proven to be a correct one. The Jeanswest brand had become one of
the mcst successful brands in casual apparel products in the PRC and the retail business became
the mcin driving force for the Group’s turnover and profit.

In the period, notwithstanding the uncertainties and price pressure in the export market, the
business of the Group was stable and smooth. Though Jeanswest in Australia was affected by
lacklustre retail sentiment and the comparatively weak Aussie doliar, it outperformed its
competitors in that market. In the PRC, even Jeanswest business model was the target for
imitation, the Management managed fo increase the sales in double-digit driving the Group’s
net profit fo rise to the same extent.

The development plan of GSit rolled out smoothly. Turnover increased 174%. Quiksilver Glorious
Sun’s operations in Hong Kong were encouraging. Its brand recognition in the PRC had been
greatly enhanced after various brand promotion activities.

)
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In the year under review, the Group’s financial position was sound and solid. Inventory level was
healthy. As at 31 December 2005, the net cash in hand was HKS$1,030,790,000 (2004:
HKS$1,122,548,000), For the financial year ended 31 December 2005, the Group’s net profit
attributable to shareholders amounted to HKS$242,809,000 (2004 (Restafed): HK$S219,193,000) on o
turnover of HK$3,802,398,000 (2004: HKS3,583,751,000) representing increases of 10.77% and 6.10%
respectively when compared with last year.

DIVIDEND

The Directors have resolved to recommend the payment of g final dividend of HK10.90 cents
(2004: HK10.50 cents) per share and a special dividend of HK10.00 cents (2004: Nil) per share for
the year ended 31 December 2005 at the forThcommg annual general meeting to be held on

Yoo Friday, 26 May 2006. The final
dividend together with the
special dividend amounting
to HK$219,320,000, if approved
| by the shareholders, is
| expected to be paid on or
around Friday, 2 June 2006 fo
! those shareholders whose
names appear on the register
oy of members on Friday, 26 May
- A o006

REVIEW OF OPERATIONS

Retailing

In the year under review, retail operations performed well and became the main driving force
behind the growth of the Group’s turnover and profit. Despite the keen competition in the PRC,
Jeanswest managed to keep the sales to grow at double digits. Inventory turnover days were 54
(2004: 57 days). The total number of shops in the retail network as at 31 December 2005 was 1,507
(2004: 1,278 shops) including 628 franchised shops (2004: 473 shops). For the year ended 31
December 2005, total retail sales of Jeanswest in the Mainland and Australia amounted to
HK$2,492,489,000 (2004: HKS2,277,659,000) representing an increase of 9.43% when compared
with the previous year and accounted for 65.55% of the Group's total furnover (2004; 63.56%).

B In the PRC
i Jeanswest

The Group’s retail operations in the Mainland were focused at the Jeanswest brand.
In the period under review, some exporters were uncerfain about the export
prospects and sold their products in the domestic market, This intensified the
competition in the local retail market. Fortunately the retail markets were buoyant

1
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and Jeanswest managed to push up the sales fo
HK$1,716,268,000 (2004: HKS$1,477,645,000) representing
an increase of 16.15% when compared with last
year. On 31 December 2005, the retail network of
Jeanswest in the Mainland comprised 1,162 shops
(2004:; 982 shops) including 567 franchised shops
(2004 417 shops) covering more than 250 cities,

ii. GSit

G.S - it Limited, the joint venture with 1.T Group
moved ahead as planned. The sales generated from
Its 140 stores (2004: 101 stores) were more than
HK$190,000,000. The network af the end of the year
comprised 23 sfores in Taiwan and 117 in the
Mainland (2004: 101 stores) including 53 franchised
stores (2004. 50 stores). The operation scale doubled
that of last year.

i Quiksilver Glorious Sun

In view that brand recognition of Quiksilver and Roxy was higher in Hong Kong, the
Management put up more shops in Hong Kong and focused on brand building in the
Mainland. The performance in Hong Kong was very impressive with huge growth
potential. Brand image of Quiksilver had been greafly uplifted after a series of
promotion activities such as "Quiksilver-Great Wall of China Jump”. The infroduction
of an additional brand-DC shoes was met with warm support from the customers as
it enriched the existing collections of Quiksilver and Roxy. As af 31 December 2005,
there were 9 stores (2004: 5 stores) in Hong Kong and 6 stores (2004: 5 stores) in the
Mainland including 2 franchised ones.

2, In Australia

In the year under review, the effects of the economic stimuli infroduced in 2004 had
clready faded out. The weakening of Australian dollar and deflating of the property market
furned the retail market fairly lukewarm. Jeanswest was affected but its performance out-
matched its peers. It was atfributable 1o the proficiency of the local management in
handling the ever-changing market conditions and the frendy collections which
srengthened the pricing power and customer base.

Te total retail sales in Australia for the year ended 31 December 2005 was HK$776,221,000
(2004: HKS800,014,000) representing a decrease of 2.97% when compared with 1ast year. As




CHAIRMAN'S STATEMENT

at 31 December 2005, the Australian retail network comprised 190 shops (2004: 185 shops)
including 6 franchised cnes (2004: é shops).

Export

In the year under review, textile export from the PRC surged right after the lifting of export quoftas.
Relevant inferest groups in those importing countries advocated for limitation on the textile
export volume from the PRC. Possible embargo became the common concern among exporters
and importers. The Mancgement on one hand consolidated selected oversea production
facilities 1o alleviate the price pressure so as to stay competitive and on the other hand
prudently refrained from following the others in production expansion in the PRC. Therefore, over-
capacity was not a problem and our export business develcpment becaome stable.

For the year ended 31 December 2005, the total furnover of our export operations was
HKS$1,148,110,000 (2004: HKS1,144,528,000) showing an increase of 0.31% when compared with the
previous year, Ifs share in the Group’s total turnover was reduced from 31.94% in 2004 to 30.19%.

Other Businesses

Among other businesses, trading of fabric was the main items. In the year under review, a turnover
of HK$161,799,000 (2004: HKS161,564,000) was recorded showing an increase of 0.15% when
compared with last year,

FINANCIAL POSITION

The Group's financial position kept improving during the year under review. Net cash in hand and
inventory were both maintained at healthy levels. During the year, the Group entered into foreign
currency forward contracts to hedge mainly its exposures in Australian doliars.

HUMAN RESOURCES

As at 31 December 2005, the Group’s total number of employees was about 31,000 (2004: 31,000).
The Group offers a competitive remuneration package to its employees. In addition, bonus and share
options may be granted to employees based on the Group’s results and individual performance.

SOCIAL RESPONSIBILITY

The Management firmly believes that in addition to the enhancement of equity refurn, the Group
also has its social responsibilities to discharge. All colleagues are encouraged to actively
participate in all kinds of public services. In the period under review, the Management in
collaboration with the major shareholders put up a fund of around RMB10,000,000 to provide

(@b
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scholarship for those needy undergraduates with outstanding results and good conduct. The
purpose of the fund is to facilitate the recipients to complete their university study and to
encourage them to serve the society.

PROSPECTS

Looking forward to the ensuing vear, the Management anticipates that the business environment
will be better than that in 2005, As the market generally expects the economy in Australia to be
stable and that in the PRC to confinue with ifs impressive growth momentum, the Management
will agigressively expand the retailing operations in the PRC with the aim to enlarge its market
share. More effort will be put in the brand building exercise. This will include the opening of more
shops in prime locations and organising more aggressive promotion campaigns at nation-wide
scale so as to reinforce the leading position of the Jeanswest brand in the PRC. Jeanswest in
Australia had entered into agreement with two famous designers Dan Single and George Gorrow
to infroduce a new line known as Alba Fan Club in coming April in our Australian network so as to
enrich our product collection. The Management is also expanding the retail network to East and
South East Asia. It is believed that solid progress will be made in the ensuing year.

The development of GSit and Quiksilver Glorious Sun will be expedited cccording to their
respective plans. GSit is expected to be profitable in 2006. More products to be produced in the
Mainiand to expand margin for licensing is the targets of Quiksilver Glorious Sun 1o be achieved
in the ensuing vear.

Year 2006 is the second post export quota year. A lot of uncertainties were settled along with new
agreerients between the PRC and its frading counterparts. In consideration of those issues such
as ove~-capacity in the Mainland are still prevailing, the Management opts for maintaining the
present production scale and uplifting production efficiency to maximize our return.

In the absence of major unforeseeable adverse changes, the Management has confidence to
deliver better Group results in 2006,

APPRECIATION

On behalf of the Board of Directors, | would like to take this opportunity to express our sincere
appreciction to the shareholders for their support, and to the Management and staff for their
dediccted efforts.

Dr. Cherles Yeung, SBS, JP
Chairman

Hong kKong, 20 April 2006
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Retail Network In China
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Rays The Glorious Investment
(BV1) Ltd.

(holding company)

Glorious Sun
Overseas Company Limited
(holding company)

e

Glorious Sun
Trading (HK) Limited
(holding company)

~ Woven Garment
Manufacturing & Export ~
Hong Kong
Mainland China
Indonesia

~ Apparel Wholesale ~
USA

~ Apparel Retailing
(Quiksilver) ~
Hong Kong
Mainland China
Macau

~ Apparel/ancillary goods
Wholesale & Retailing (I.T) ~
Mainland China
Taiwan
Macau




Group Business Structure

Glorious Sun
Enterprises Ltd.

Glorious Sun
Enterprises (BVI) Ltd.
(holding company)

Jeanswest (BVI) Ltd.
(holding company)

Glorious Sun Industries
(BVI) Ltd.
(holding company
. e 28

Gennon Industries Ltd.
(holding company)

~ Apparel Wholesale &

Retailing (Jeanswest) ~
Mainland China

Australia

~ Woven Garment
Manufacturing & Export ~
Hong Kong  Bangladesh
Mainland China  Philippines

~ Woolen Wear
Marufacturing ~

Mainland China
E ] 3

~ Shops Decoration ~
Mainland China

~ Woven Fabric Dyeing ~
Mainland China

~ Knitted Garment
Manufacturing & Export ~
Hong Kong Bangladesh
Mainland China  Indonesia
Cambodia

~ Knitted Fabric Dyeing
& Knitting ~
Mainland China

i |

~ Yarn Dyeing ~
Mainland China




Retail Network In Australia

Total no. of shops : 190

Northern Territory .
Queens fand
South Australia L]
. = New South Wales
Western Australia ~
Victoria
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FINANCIAL HIGHLIGHTS

9 months 12 months

12 months ended ended ended
31.12.2005  31.12.2004  31.12.2003  31.12.2002 31.3.2002
(Restated)  (Restated)  (Restated)  (Restated)

Revenue (HKS$’'000) 3,802,398 3,683,751 3,310,309 2,436,567 2,924,850
Increase/(decrease)
in revenue
in percantage 6.10% 8.26% N/A N/A (2.61%)
Revenue analysis:
1. Retall
a. Mainland China 1,716,268 1,477,645 1,251,322 840,610 1,016,435
b. Australia &
New Zecland 776,221 800,014 585,124 412,088 515,822
2. Export 1,148,110 1,144,528 1,266,510 981,686 1,196,641
3. Ofthers 161,799 161,564 207.353 202,183 196,062
Operating margin
(after finance costs) (%) 8.57% 9.52% 9.62% 8.92% 8.03%

Profit atftributable to

equity holders of

the Company (HKS'000) 242,809 219,193 164,844 128,694 152,584
Increase/(decrease)

in profil aftributable to equity

holders of the Company

in percantage 10.77% 32.97% N/A N/A (15.44%)
Equity atfiributable to

equity holders of the Company 1,663,138 1,470,253 1,342,398 1,250,604 1,221,216
Working capital (HK$'000) 936,572 939,877 048,632 905,684 879,749
Total liahilities o equity ratio 0.96 0.946 1.00 0.93 0.78
Net cash/(bank borrowings)

to equity ratio ' 0.62 0.76 0.69 0.53 0.45
Current ratio 1.59 1.68 1.74 1.83 1.96
inventory turnover (days) 54 57 56 59 61
Return or total assets (%) 7.12% 7.24% 5.73% 5.00% 6.46%
Return or. equity (%) 14.6% 14.9% 12.3% 10.3% 12.5%
Return or: sales (%) 6.39% 6.12% 4.98% 5.28% 5.22%
Earnings per share (HK cents)

Basic 23.80 21.97 16.47 12.86 15.25

Diluted 23.35 21.59 16.37 N/A N/A

Dividend per share (HK cents) 23.80 13.20 10.20 10.20 10.20
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OPERATING MARGIN
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REVENUE
(HK$ Million)

31-12-2005

D Export

" Retail - Mainland China

rﬁl

REVENUE BY GEOGRAPHICAL
LOCATIONS

(HK$ Million)

—‘\l__

Mainland China -

Australia
&
New Zealand
785.2

; ; 17818
; \ ) Canada 80.8
T ' — Other 102.5
{ ; e R jJ—— Hong Kong 118.0
0 T0% 356 4G00) — USA934.1
TURNOVER BY ACTIVITIES  (HKS Million)
» \ ! | %
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31-12-2004 31-12-2003
11481 [T Export 1,445 ] Export 1,266.5
1,716.3 __ Retail - Mainland China 1,477.7 [ Retail - Mainland China 1,251.3
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D Retail - Australia & New Zealand 776.2 E Retail - Australia & New Zealand  800.0 D Retail - Australia & New Zealand 585.1
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31-12-2002 31.3.2002
1 Export 981.7 7] Export 1,198.5
_ Retail - Mainland China 8408 | Retail - Mainland China 1,016.4
[] Retail - Australia & New Zealand 4121 ] Retail - Australia & New Zealand  515.8
— Others 2022 others 196.1
:
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OPERATION HIGHLIGHTS

Year ended 31 December 2005

RETAIL OPERATION HIGHLIGHTS
9@ months 12 months
12 months ended ended ended
31.12.2005 31.12.2004 31.12.2003 31.12.2002 31.3.2002

Net sales for the

year/period (HK$'000) 2,492,489 2,277,659 1,836,446 1,252,698 1,632,257
Mainland China 1,716,268 1,477,645 1,251,322 840,610 1,016,435
Australia & New Zealand 776,221 800,014 085,124 412,088 515,822

Retail floor area of directly

managed shops (sq.ft.) 826,783 729,163 652,448 639,919 671,327
Mainland China 615,065 522,709 456,067 452,895 459,332
Australia & New Zealand 211,718 206,444 196,381 187,024 211,995

Number of sales persons 6,800 6,440 5,806 5,098 5,121
Mainland China 5,527 5167 4,647 4,036 4,160
Australia & New Zecland 1,273 1,273 1,189 1,062 Q61

Number of employees 8,187 7.819 7.084 6,212 6,191
Mainland China 6,794 6,417 5,795 5,032 5114
Australia & New Zealand 1,393 1,402 1,289 1,180 1,077

Number of directly

managed shops 779 744 687 648 667
Mainland China 595 565 510 481 476
Ausfralia & New Zealand 184 179 177 167 197

Number of franchised shops 573 423 269 158 57
Mainland China 567 417 263 152 51
Australia & New Zealand 6 o) 6 6 6

Total number of retail shops 1,352 1,167 956 806 724
Mainland China 1,162 982 773 633 527

Australia & New Zealand 190 185 183 173 197




OPERATION RIGHLIGHTS

Year ended 31 December 2008

GARMENT MANUFACTURING HIGHLIGHTS

9 months 12 months
12 months ended ended ended
31.12.2005 31.12.2004 31.12.2003 31.12.2002 31.3.2002
Sales for the year/period
(incluiding sales fo retail
operation) (HKS'000) 1,619,295 1,709,528 1,797,968 1,395,792 1,730,587
Monthly capacity at year/period
ended (dozens) 409,000 437.000 431,000 377.000 346,000
Production floor
area (sq.ff.) 2,279,000 2,172,000 2,161,000 2,053,000 2,059,000
Number of workers 21,600 22,200 23,500 21,700 21,400
Percenfage of sales to:
Group 32.94% 32.12% 26.04% 24.80% 29.07%
Third parties 67.06% 67.88% 73.96% 75.20% 70.93%
USA 54.04% 55.79% 57.79% 60.69% 62.71%
Canuda 4.56% 4.89% 4.35% 3.46% 2.60%
Others 8.46% 7.20% 11.82% 11.05% 5.62%




CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE PRACTICE

The Company is committed to maintaining a high standard of corporate governance and has
applied the principles of the Code Provisions as set out in the Code on Corporate Governance
Practices (the "CG Code”) in Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”) which became effective 1 January
2008,

Throughout the year ended 31 December 2005 (the “year under review”), the Company has
complied with the Code Provisions set out in the CG Code, except for the deviation from
provision A.4.2 in respect of the rotation of directors. Explanations for such non-compliance are
provided below,

BOARD OF DIRECTORS

The Board's primary responsibilities are to formulate the Company’s long-term corporate strategy,
to oversee the management of the Group, 1o evaluate the performance of the Group and to
assess the achievement of targets periodically set by the Board.

In addition, the Board has also established Board Committees and has delegated to these Board
Committees various responsibllities set out in their ferms of reference respectively.

The Board comprises twelve Directors, whose biographical details are set out in the “Directors’
and Senior Management’s Biographies” section in the Repeort of the Directors. Eight of the
Directors are executive, three are independent non-executive and one is non-executive,

The members of the Board for the year under review are .
Executive

Dr. Charles Yeung, SBS, JP (Chairman)

Mr. Yeung Chun Fan (Vice-chairman)

Mr. Yeung Chun Ho

Mr. Pau Sze Kee, Jackson

Mr. Hui Chung Shing, Herman, JP

Ms. Cheung Wai Yee

Mr. Chan Wing Kan, Archie (appointed on 31 August 2005)
Mr. Teo Heng Kee, Peter (appointed on 31 August 2005)
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Independent non-executive

Mr. Wong Man Kong, Peter, BBS, JP
Mr. Lau Hon Chuen, Ambrose, GBS, JP
Mr, Chung Shui Ming, Timpson, GBS, JP

Non-executive
Dr. Lam Lee G,

The relationship among the members of the Board are disclosed under the “Directors’ and Senior
Management’s Blographies” section in the Report of the Directors,

THE CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

The roless of Chairman and Chief Executive Officer are separate and are performed bty Dr. Charles
Yeung, SBS, JP and the General Manager of the Group, Mr. Yeung Chun Fan, respectively. Their
respective responsibilities are clearly defined and are set out in writing. Mr. Yeung Chun Fan is also
the Vics-chairman of the Board.

The Chairman takes the lead in formulating and setting Group strategies and policies in
conjunction with the Board; oversees the function of the Board and encourages and facilitates
constfructive relations between executive and non-execufive Directors.

The General Manager, supported by other Board members and the senior management, is

responsible for overseeing the Group’s business operation, implementing the strategies faid down
by the Board and managing day-to-day operation,

INDEP:NDENCE

The Company has received from each independent non-executive Director an annudl
confirmation of his independence pursuant to Rule 3.13 of the Listing Rules. The Company
considers all the independent non-executive Directors to be independent,




T G R N e e IR R L R M L

ARNUAL REP@RT 2005

SN e R AN b

CORPORAIE GOVERNANCE REPCRT

APPOINTMENT AND RE-ELECTION OF DIRECTORS

The Board reviews its own structure, size and composition regularly to ensure that it has a balance
of expertise, skills and experience appropriate to the needs of the business of the Company and
therefore it has not established a nomination committee. In the year under review, Mr. Chan Wing
Kan, Archie and Mr. Teo Heng Kee, Peter were appointed executive Directors with the unanimous
approval by the Board members.

The Board recommended the appointment of the Directors standing for re-election at the
forthcoming annual general meeting of the Company which is to be held on 26 May 2006.

All the non-executive Director and independent non-executive Directors are appointed for @
specific term of two years and are required to retfire and eligible for re-election af the annual
general meeting of the Company in the year of expliry of the term.

Under the provision A.4.2 of the CG Code, every director, including those appointed for a specific
term, shall be subject to retirement by rotation at least once every three years. However, in
accordance with the Bye-laws of the Company, Dr. Charles Yeung, SBS, JB the Chairman of the
Board, shall not be subject to retirement by rotation. The Board considers that due to the fact
that Dr. Charles Yeung, SBS, JP is the founder of the Group, he is ¢ligible for being the Chairman of
the Board during his lifetime and he need not be subject to retirement by rotation.
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MEETINGS AND ATTENDANCE

The Board met on four occasions during the year under review. The attendance of individual
Directcrs at the Board meetings and two other Board Committees (the Audit Committee and the
Remunzration Committee) meetings is set out in the table below :

Meetings Altended/Held
Audit Remuneration

Directors Board Committee Committee
Executive

Dr. Chcrles Yeung, SBS, JP 4/4

Mr. Yeung Chun Fan 4/4

Mr. Yeung Chun Ho 4/4

Mr. Pau Sze Kee, Jackson 4/4

Mr. Hul Chung Shing, Herman, JP 4/4

Ms. Cheung Wai Yee 1/4

Mr. Chan Wing Kan, Archie 11 2127

Mr. Teo Heng Kee, Peter /1

Independent non-executive

Mr. Wong Man Kong, Peter, BBS, JP 0/4 2/2 /1
Mr. Lau Hon Chuen, Ambrose, GBS, JP 3/4 2/2
Mr. Chung Shui Ming, Timpson, GBS, JP 4/4 1/2 11

Non-executive
Dr. Lam Lee G. 3/4 0/7

* Mr. Chan Wing Kan, Archie is a member of the Audit Committee prior to his appointment as an
executive Director

BOARD COMMITTEES

The Board has established Audit and Remuneration Committees in accordance with the CG
Code and all or a majority of the members of the Committees are independent non-executive
Directors.
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The Audit Committee

The Audit Committee has been established since 1998, Currently it consists of three independent
non-executive Directors (Mr. Lau Hon Chuen, Ambrose, GBS, JP (Committee Chairman), Mr. Wong
Man Kong. Peter, BBS, JP and Mr. Chung Shui Ming, Timpson, GBS, JP), the non-executive Director
(Dr. Lam Lee G.) and one executive Director (Mr. Chan Wing Kan, Archie). Written terms of
reference of the Audit Committee were formulated and adopted in 1998 and subsequently
amended in 2005 in order to comply with the Code Provisions of the CG Code.

The main responsibilities of the Audit Committee are to review the accounting principles and
practices adopted by the Group and to review the effectiveness of the financial reporting
process and internal control system of the Group.

The Audit Commitfee held two meetings during the year under review. The work of the Audit
Committee in 2005 included the following :

review of 2004 annual results
- review of 2005 interim results
- review of the internal audit reports and discussion of the approach to intfernal conftrols

- review of connected fransactions occurred for the year 2004 and for the six months ended
30 June 2005

During the year under review, the Audit Committee met with the external cuditors once.
The Remuneration Committee

The Remuneration Commiftee consists of two independent non-executive Directors, namely Mr.
Wong Man Kong, Peter, BBS, JP (Committee Chairman) and Mr. Chung Shui Ming, Timpson, GBS, JR
Written terms of reference of the Remuneration Committee were formulated in accordance with
the Code Provision of the CG Code,

The main responsibilities of the Remuneration Committee are to review and endorse the
remunerafion policy of the Directors and senior management and to make recommendations o
the Board for the remuneration of the Directors and senior management, The Remuneratfion
Committee ensures that no Director is involved in deciding his own remuneration.

R
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The Remuneration Committee held one meeting during the year under review. The work of the
Remuneration Committee in 2005 included the following matters ;

- review of the definition of “senior management” within the Group

- review of the remuneration policy of the Directors and senior management
DIRECTORS’ SECURITIES TRANSACTIONS

The Board has adopted the code of conduct regarding Directors’ securities transaction as set out
in the Model Code for Securities Transactions by Directors of Listed Issuers (the "Model Code”).

The Board confirms that, having made specific enguiry of all Directors, the Directors have
compled with the required standards set out in the Model Code throughout the year under
review,

EMPLOYEES’ SECURITIES TRANSACTIONS

Those =mployees of the Group who are likely to be in possession of unpublished price-sensitive
information in relation to the Group have adopted rules based on the Model Code (the "Dealing
Rules”). These employees have been individually notified and provided with a copy of the
Dealing Rules.

ACCOUNTABILITY AND INTERNAL CONTROL

The Directors acknowledge their responsibility to prepare financial statements for each financial
year which give a true and fair view of the state of affairs of the Group. The Board is not aware of
any material uncertainties relating to the events or condition that might cast doubt upon the
Company’s ability fo continue as a going concern. Accordingly, the Board has prepared the
financial statements of the Company on a going concern basis.

The Board acknowledges its responsibility to present a balanced, clear and understandable
assessment in the Company’s annuct and interim reports, other price-sensitive annocuncements
and other financial disciosures required under the Listing Rules, and reports to the reguiators.
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The Board has overall responsibility for the system of infernal control of the Group and for
reviewing ifs effectiveness. The Board is committed to implementing an effective and sound
internal control system to safeguard the interest of shareholders and the Group’s assets. The
Board has delegated to the management the implementation of the system of internal control
and reviewing of all relevant financial, operational, compliance controls and risk management
function within an established framework.

AUDITORS’ REMUNERATION

Remuneration payable fo the external auditors of the Company, Messrs. Ernst & Young, for
services provided for the year ended 31 December 2005 is as follows :

HKS 000
Audit services 4,300

Non-audit services 139

Total 4,439

,,,,,
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REPORT OF THE DIRECTORS

The dirsctors present their report and the audited financial statements of the Company and the
Group for the year ended 31 December 2005.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Company’s subsidiaries are
engaged in the retailing, export and production of casual wear. The principal activities of the
Group have not significantly changed during the year.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 December 2005 and the state of affairs of the Company
and ths Group ot that date are set out in the financial statements on pages 43 to 138.

An inferim dividend of HK2.90 cents per ordinary share was paid on 28 September 2005, The
directors recommended the payment of a final dividend of HK10.90 cents and a special
dividend of HK10.00 cents per ordinary share in respect of the year, to shareholders on the
register of members on 26 May 2006. This recommendation has been incorporated in the
financial statements as an allocation of retained profits within the equity section of the balance
sheet,

FINANCIAL SUMMARY

A summary of the published results and assets, liabilities and minority interests of the Group for
the last five financial yvears/period, as exiracted from the audited financial statements and
restated/reclassified as appropriate, is set out on pages 139 and 140 of the annual report. This
summciry does not form part of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT PROPERTY

Details of movements in the property, plant and equipment and investment property of the
Group during the year are set out in notes 14 and 15 to the financial statements, respectively.

SHARI: CAPITAL AND SHARE OPTIONS

Details of the Company’s share capital and share options during the year, together with the
reasons thereof, are set out in notes 31 and 32 to the financial statements, respectively.

3
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-lows of the Company or the laws of
Bermuda which would oblige the Company fto offer new shares on a pro rata basis o existing
shareholders.

RESERVES

Details of movements in the reserves of the Company and the Group during the year are set out
in note 33 fo the financial statements and in the consolidated summary statement of changes in
equity, respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2005, the Company’s reserves available for distribution, as computed in
accordance with The Companies Act 1981 of Bermuda (as amended), amounted to
HK$879,482,000, of which HK$114,382,000 and HK$104,938,000 have been proposed as a final
dividend and special dividend, respectively, for the year. In cddition, the Company’s share
premium account, in the amount of HK$358,809,000, may be distributed in the form of fully paid
bonus shares.

CHARITABLE CONTRIBUTIONS
During the year, the Group made charitable contributions totalling HKS2,115,000.

MAJOR CUSTOMERS AND SUPPLIERS

Sales to the Group’s five largest customers accounted for less than 30% of the Group’s total
turnover for the year.

Purchases from the Group’s five largest suppliers accounted for less than 30% of the Group’s fotal
purchases for the year.
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REPORT OF THE DIRECTORS

DIRECTORS

The directors of the Company during the year and up to the date of this report were:

Executive
Dr. Charles Yeung, SBS, JP (Chairman)
Mr. Yeung Chun Fan (Vice-chairman)

Mr. Yeung Chun Ho

Mr. Pou Sze Kee, Jackson

Mr. Hui Chung Shing, Herman, JP

Ms. Cheung Wai Yee

Mr. Chan Wing Kan, Archie (appointed on 31/08/2005)
Mr. Teo Heng Kee, Peter (appointed on 31/08/2006)

Independent non-executive

Mr. Wong Man Kong, Peter, BBS, JP

Mr. Lau Hon Chuen, Ambrose, GBS, JP
Mr. Chung Shui Ming, Timpson, GBS, JP

Non-execulive
Dr. Lam Lee G.

In accordance with bye-law 101 of the Company’s Bye-laws, Mr. Chan Wing Kan, Archie and Mr.
Teo Heng Kee, Peter will retire and, being eligible, will offer themselves for re-election at the
forthcoming annual general meeting.

In accordance with bye-law 110(A) of the Company’s Bye-laws, Mr. Yeung Chun Fon, Mr. Yeung
Chun Fo and Mr. Hui Chung Shing, Herman, JP will retire and, being eligible, will offer themselves
for re-election atf the forthcoming annual general meeting.

Mr. Wong Man Kong, Peter, BBS, JP wili also retire at the forthcoming annual general meeting at
which his term of appointment will expire, and he is eligible for re-election.

The Company has received annual confirmation from each of the independent non-executive
directcrs as regards their independence to the Company and considers that each of the
independent non-executive directors is independent to the Company.
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REPORT OF THE DIRECTORS

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual general meeting has a service
contract with the Company which is not determinable by the Company within one year without
payment of compensation, other than statutory compensation.,

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the section headed "Connected fransactions” below and in note 38 to the
financial statements, no director had a material inferest, either directly or indirectly, in any
contract of significance to the business of the Group to which the Company or any of iis
subsidiaries was o party during the year,
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SECURITIES
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As at 31 December 2008, the inferests or short positions of the direcfors in the shares, underlying
shares and debentures of the Company or any of its associated corporations (within the
meanirig of Divisions 7 and 8 of Part XV of the Securities and Futures Ordinance (the "SFO")) as
recorded in the register required to be kept by the Company pursuant to Section 352 of the SFO,
or as otherwise notified o the Company and The Stock Exchange of Hong Kong Limited (the
"Stock Exchange”) pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers (the "Model Code”) contained in the Rules Governing the Listing of Securities on the Stock
Exchange (the "Listing Rules”) were as follows:

Name of director

Dr. Charlas Yeung,

SBS, JP

Mr. Yeung Chun Fan

Mr. Yeung Chun Ho

Mr. Pau Sze Kee,
Jackson

Mr. Hui Chung Shing,
Herman, JP

Ms. Cheling Wai Yee

Mr. Lau Fon Chuen,
Ambrose, GBS, JP

Capacily
Interest of confrolled
corporations
(i) Interest of contrelled
corporations

(ih) Interest of spouse

Inferest of a controlled
corporation

Beneficial owner

Beneficial owner

(i) Beneficial owner

() Inferest of spouse

Beneficial owner

No. of shares held

Long Position

624,808,000

624,808,000

6,730,000

32,430,000

9,370,000

6,250,000

6,730,000

624,808,000

956,000

Short Position

6,600,000

6,600,000

6,600,000

Percentage of
Total  shareholding

631,408,000
638,138,000 &®

32,430,000®
9,370,000
6,250,000

}638, 138,000+

956,000

(%)

60.170

60,811

3.090

0.893

0.596

60.811

0,091
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REPORT OF THE DIRECTORS

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SECURITIES (Continued)

Notes:

(1) 396,128,000 shares (of which interests in 6,600,000 shares are short position) were held by Glorious Sun
Holdings (BVI) Limited (the entire issued voting share capital of which was held as to 51.934% by Dr.
Charles Yeung, SBS, JP and as to 48.066% by Mr. Yeung Chun Fan), 233,540,000 shares were held by
Advancetex Holdings (BVI) Limited (the entire issued voting share capital of which was held as to
51.934% by Dr. Charles Yeung, SBS, JP and as to 48.066% by Mr. Yeung Chun Fan) and 1,740,000 shares
were held by G. S, Strategic Investment Limited (the entire issued voting share capital of which was
held as to 0% by each of Dr. Charles Yeung, SBS, JP and Mr. Yeung Chun Fan).

2 32,430,000 shares were held by Unicom Consultants Limited, a company wholly owned by Mr. Yeung
Chun Ho.

) Ms. Cheung Wai Yee is the spouse of Mr. Yeung Chun Fan. 6,730,000 shares related to the same block
of shares held by Ms. Cheung Wai Yee and 631,408,000 shares relafed to the same block of shares
held by three companies controlled by Mr. Yeung Chun Fan.

Save as disclosed above, as at 31 December 2005, none of the directors of the Company had
any interests or short position in the shares, underlying shares or debentures of the Company or
any of its associated corporations, within the meaning of Divisions 7 and 8 of Part XV of the SFO,
as recorded in the register required to be kept by the Company pursuant to Section 352 of the
SFO. or as otherwise notified to the Company and the Stock Exchange pursuant to the Model
Code,

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Apart from the share option scheme disclosure in ncfe 32 to the financial statements, af no time
during the year were rights to acguire benefits by means of the acquisition of shares in or
debentures of the Company granted fo any directer or their respective spouse or children under
18 years of age, or were any such rights exercised by them; or was the Company or any of ifs
subsidiaries a party to any arrangements to enable the Company’s directors or their associates
to acquire benefits by means of the acquisition of shares in or debentures of the Company or
any other body corporate,

SHARE OPTION SCHEME

Concerning the share options granted fo the directors, substanfial shareholders and employess,
as detailed in note 32 fo the financial statements, the directors do not consider it appropriate to
disclose a theoretical value of the options granted, because in the absence of a readily
available market value of the share options on the ordinary shares of the Company, the directors
were unable to arrive af an accurate assessment of the value of these share opfions.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Executive Directors

Dr. YEUNG Chun Kam, $BS, JP, alias Charles YEUNG, aged 59, is the founder and Chairman of the
Group. He is responsible for the Group’s business strategies and corporate policies. Dr. Yeung has
over 35 years of experience in the garment indusfry. He was an awardee of the “Young
Industr alist Award of Hong Kong” in 1991 and was conferred an honorary doctorate degree by
the China Texfile University in 1993 and an honorcry fellow by The Professional Validation Council
of Hong Kong Indusiries in 2002, Dr. Yeung is ¢ Member of the National Committee of the Chinese
People’s Political Consultative Conference, the Vice-president of China Association of Enterprises
with Foreign Investment and a Vice-chairman of The Chinese General Chamber of Commerce.
Dr. Yeung is also an adviscry professor of the East China University and the Tionjin Polytechnic
University and a visiting professor of the Xi’an Polytechnic University in the Mainland China. Dr.
Yeung is a director and shareholder of Gloricus Sun Holdings (BVI) Limited and Advancetex
Holdings (BVI) Limited which are the substantial shareholders of the Company (as disclosed in the
section headed "Substantial Shareholders” in this Report).

Mr. YEUNG Chun Fan, aged 53, is the Vice-chairman and General Manager of the Group which he
joined in 1975. He has over 30 years of experience In the garment industry. Mr. Yeung is an
Honorary Fellow Member of the Hong Kong Institution of Textile and Apparel, the President of The
Federation of Hong Kong Garment Manufacturers, an advisory professor of the Nanjiang
University, the East China University and the Qingdao University, a part-time professor of the
Northeastern University and Business School of Jilin University, M, Yeung is a Member of the
Standing Committee of the Hebei Committee of The Political Consuliative Conference and a
Vice-president of the China Nafional Garment Association. Mr. Yeung is responsible for the
Group's overall business operations. He is a brother of Dr. Charles Yeung, SBS, JP and Mr. Yeung
Chun Ho. Mr. Yeung is a director and shareholder of Gloricus Sun Holdings (BVI) Limited cand
Advancetex Holdings (BV) Limited which are the substantial shareholders of the Company (as
disclosed in the section headed "Substantial Shareholders” in this Report).

Mr. YEUNG Chun Ho, aged 61, joined the Group in 1979 and is a Deputy General Manager of the
Group. Mr. Yeung has over 30 years of experience in the garment industry. He is responsible for the
Group's weaving and dyeing operations as well as the woven apparel manufacturing operations
in the Philippines and Bangladesh. Mr. Yeung is @ brother of Dr. Charles Yeung, SBS, JP and Mr.
Yeung Chun Fan.

Mr. PAU Sze Kee, Jackson, aged 54, joined the Group in 1987 and is a Deputy General Manager of
the Group. Mr. Pau graduated from the University of Hong Kong with a bachelor’s degree in
Social Sciences. Before joining the Group, he had worked in several financial institutions and @
listed frading company in the United Kingdom for more than 10 years. He is responsible for the
Group's retail operations in Australia and the administrative and financial matters of the Group’s
production operations in the Philippines and Bangladesh.

! 34,
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DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES (CONTINUED)

Executive Directors (continued)

Mr. HUI Chung Shing, Herman, JP, aged 55, is responsible for the strategic planning and legal
matters of the Group. Mr. Hui graducted frcm the University of Hong Kong with a bachelor’s
degree in Laws. He is a solicitor of the High Court of the Hong Kong Special Administrative Region
and has also been admitted as a solicitor of the Supreme Court of England and Wales and as a
solicitor and barrister of the Supreme Court of Victoria, Australia, Before joining the Group in 1995,
Mr. Hui was the Group’s external legal advisor.

Ms. CHEUNG Wai Yee, aged 54, joined the Group in 1975 and is responsible for the Group’s woven
apparel manufacturing and export sales operations as well as assisting in the development of
retail business in the Mainland China. Ms. Cheung is the wife of Mr. Yeung Chun Fan.

Mr. CHAN Wing Kan, Archie, aged 59, has been the Group’s business consultant for 26 years. Mr,
Chan graduated from the University of New South Wales, Australia with a bachelor’s degree in
Commerce. He is a Member of the Hong Kong Institute of Certified Public Accountants and the
Institute of Chartered Accountants in Australia. Mr. Chan has exfensive experience in corporate
investment and management,

Mr. TEO Heng Kee, Peter, aged 40, jeined the Group in 2005 and is responsible for the business
development of the Group. Mr. Teo is a graduate of the Indiana University (Bloomingfon) USA,
with a bachelor’s of science degree. Before joining the Group, Mr. Teo held various senior retailing
positions in the USA, Singapore and Hong Kong.

Independent Non-Executive Directors

Mr. WONG Man Kong, Peter, BBS, JP, aged 57, has been an Independent Non-executive Director of
the Company since August 1996. Mr. Wong is a graduate of the University of California at Berkeley
in USA with a bachelor of science degree in Mechanical Engineering (Naval Architecture) and
was an awardee of the “Young Industrialist Award of Hong Kong” in 1988, Mr. Wong is the
Chairman of M.K. Corporatfion Ltd., a Director of Hong Kong Ferry (Holdings) Co. Ltd., China Travel
International Investment Hong Kong Limited, Sun Hung Kai & Co. Limited, Chinney Investments,
Limited, Sino Hotels (Holdings) Limited and the Chairman of North West Development Ltd, He is @
Deputy of the 10th National People’s Congress of the PRC, an Executive Vice Chairman of Hong
Kong Pei Hua Education Association, a Vice Chairman of Chamber of Tourism, All-China
Federation of Industry & Commerce and a Director of Ji Nan University. He holds title of Honorary
Professor in Lanzhou University and The Central University for Nationalities.

(]
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REPORT OF THE DIRECTORS

DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES (CONTINUED)

Independent Non-Executive Directors (contfinued)

Mr. LAU Hon Chuen, GBS, JP, alias Ambrose LAU, aged 58, has been an Independent Non-
executive Director of the Company since March 1997, Mr. Lau obtained a bachelor’s degree in
Laws from the University of London. He is a solicitor and a China-Appointed Attesting Officer. He is
alsc a Standing Committee Member of the National Committee of the Chinese People’s Political
Consultative Conference, a Member of the Commission on Strategic Development, Hong Kong
SAR and a Director of the Hong Kong Mortgage Corporation Limited.

Mr. CHUNG Shui Ming, Timpson, GBS, JP, aged 54, has been an Independent Non-executive
Director of the Company since September 2004, Mr. Chung holds a Master of Business
Administrafion Degree and is ¢ Fellow Member of the Hong Kong Institute of Certified Public
Accountants and Association of Chartered Certified Accountanfs. Currently he is an
Independent Non-execufive Director of Hantec Investment Holdings Limited, Tai Shing
Internctional (Holdings) Limited, China Netcom Group Corporation (Hong Kong) Limited, Miramar
Hotel and Investment Company, Limited and Nine Dragons Paper (Holdings) Limited. He is also @
Member of National Committee of the 10th Chinese People’s Political Consultative Conference,
the Deputy Chairman of the Council of the City University of Hong Kong and a Member of the
Hong kong Housing Authority and Chairman of its Finance Sub-Committee,

Non-Executive Director

Mr. LAM Lee G., aged 46, has been a Non-executive Director of the Company since September
2004, He is the President & Chief Executive Officer and Vice Chairman of Chia Tai Enterprises
Interncitional Limited. He is also a Director of True Corporation Public Company Limited, and an
Independent Non-executive Director of Rowsley Ltd., Hutchison Harbour Ring Limited, Capital
Strategic Investment Limited, Mingyuan Medicare Development Company Limited, Vongroup
Limited, Far East Technology International Limited, and Finet Group Limited.

Senior Management

Mr. CHOW Hing Ping, aged 57, joined the Group in 1979 and is a Deputy General Manager of the
Group. Mr. Chow is responsible for the adminisiration and financial matters of the production and
retail cperations of the Group in Hong Kong and the Mcainland China.

Mr. FUNG Hing Keng, aged 56, joined the Group in 1978 and is a Deputy Genercl Manager of the
Group. Mr. Fung has over 35 years of experience in the garment industry. He is responsible for the
woven apparel manufacturing operations in the Mainland China and assists in the develocpment
of the retail operations in the same area.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES (CONTINUED)

Senior Management (confinued)

Mr. LEE Fung Tai, aged 58, joined the Group in 1983 and is the head of the knitwear division
responsible for production. Mr. Lee has over 35 years of experience in the garment industry. He is
substantial shareholder of the companies under the knitwear division.

Mr. LI Fung Lok, aged 56, joined the Group in 1983 and is the head of the knitwear division
responsible for administration and export sales. Mr. Li has over 35 years of experience in the
garment industry. Mr. Li is @ substantial shareholder of the companies under the knitwear division,

Ms. CHEUNG Man Yee, Carmen, aged 55, joined the Group in 1982 and is responsible for the
Group’s product development and marketing operations. Ms. Cheung graducted from the
University of Hawaii in USA with a bachelor’s degree in Arfs, Prior to joining the Group, she was the
manager of the sales and purchase department in one of the largest department stores in USA.
Ms. Cheung is the sister of Ms. Cheung Wai Yee.

Mr. David Joseph BOTTA, aged 46, is the Chief Executive Officer of the Group’s retail operations in
Australia. Mr. Botfa holds a bachelor degree of business studies from the University of Technology
in Sydney, Australia. Before joining the Group in 2001, Mr. Botta worked in various retailing and
wholesale jobs in Australic and Europe.

Mr. LAl Man Sum, alias Sam LAI, aged 44, joined the Group in 1991 and is the Chief Accountant of
the Group. Mr. Lai graduated from the University of Hong Kong with a bachelor’s degree in Social
Sciences. He is a fellow of the Association of Chartered Certified Accountants in the United
Kingdom and a Member of the Hong Kong Institute of Certiflied Public Accountants. Before
joining the Group, Mr. Lai worked for an international accounting firm and a garment company
for many years.

Mr. MUI Sau Keung, alias Isaac MUI, aged 43, joined the Group in 1993. He was appointed as the
Company Secretary with effect from December 2005, Mr. Mui graduated from the University of
Hong Kong with a bachelor’s degree in Social Sciences. He is a member of the Hong Kong
Institute of Certified Public Accountants. Before joining the Group, Mr. Muil worked In various
companies in Hong Kong responsible for finance, personnel and administrative jobs.
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REPORT OF THE DIRECTORS

a

SUBSTANTIAL SHAREHOLDERS

As at 3° December 2005, the register kept by the Company under Section 336 of the SFO showed
that the following shareholders (other than directors of the Company) had disclosed fo the
Compcny pursuant to Divisions 2 and 3 of Part XV of the SFO an inferest or a short position in the
shares or underlying shares of the Company:

Percentage of

No. of shares held issued Share
Name of shareholder Capacity Long Position  Short Position Total Capital
(%)
Glorious Sun Holdings  Beneficial owner 389,528,000 6,600,000 396,128,000 37.749
(BVI) Limited
Advancetex Holdings  Beneficial owner 233,540,000 - 233,540,000 22.255
(BVI) Limited
Chech Cheng Hye (i) Beneficial owner 500,000 -
(i) Interest of child 240,000 -
under 18 or spouse 61,815,000 5.891
(i) Interest of a controlled 61,075,000 -
corporation
Value Periners Limited  investment manager 61,775,000 - 61,775,000 5.887
Commonwealth Bank  Interest of controlled 53,291,000 - 53,291,000 5.078
of Ausiralia corporations
Noftes:

QD) Mr. Cheah Cheng Hye was deemed to be interested in these shares held by Value Partners Limited, a
company controlled by Mr. Cheah Cheng Hye.

2) 53,291,000 shares were held by various wholly-owned subsidiaries of Commonwealth Bank of
Australia.

Save as disclosed above, no other parties (other than directors of the Company) disclosed to the
Company pursuant to Divisions 2 and 3 of Part XV of the SFO or were recorded in the register
kept by the Company under Section 336 of the SFO as having an inferest or a short position in the
shares or underlying shares of the Company as ¢t 31 December 2005.
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©9




NN NN ) WY I N ENT N b)) W s

REPORT CF THE DIRECTORS

CONNECTED TRANSACTIONS

During the year, the Group had the following connected and continuing connected transactions.
The Company has complied with the disclosure requirement in accordance with Chapter 14A of

the Listing Rules.

Rental expenses paid 1o.
Golden Sunshine Enterprises Limited
Houtex Investments Limited
G. S. (Yeungs) Limited
Gantin Limited
Harbour Guide Limited
Gloryear Management Limited

Management fees paid to:
Golden Sunshine Enterprises Limited
G. S, Property Management Limited

Sales of garment fo:
Jeanswest Corporation (New Zealand) Limited

Service fee income received from:
Jeanswest Corporation (New Zealand) Limited

Nofes:

Notes

M

(ilD

(i

(i)

2005
HK$°000

3,839
1,216
759
281
2,204
678

8,977

975
276

1,251

6,069

7,988

2004
HKS'000

3,980
1,177
708
276
2,195
681

9,017

1,019
276

1,295

7,707

7.775

0] The rental expenses were charged with reference to the prevailing open market rentals.

@i The sales of garments were made according tfo terms and conditions comparable to those offered

to the major customers of the Group.

(i Management service fees were charged according to the management services agreement signed

between the parties having regard to the cost of services provided.

(o
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CONNECTED TRANSACTIONS (CONTINUED)

All of the above companies are controlled by Dr. Charles Yeung, SBS, JB and Mr. Yeung Chun Fan,
both of whom are directors of the Company.

The indapendent non-executive directors of the Company have reviewed and confirmed that all
the above transactions with the related companies are in the ordinary and usuci course of the
Group’s business, and that in their opinion, they are on terms that are fair and reasconable so far
as the shareholders of the Company are concerned, and in accordance with the terms of the
agreements governing the fransactions.

PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of
the directors, as af the dafe of this report, there is sufficient public float of not less than 25% of the
Company's issued shares as required under the Listing Rules.

PURCHASE, REDEMPTION OR SALE OF THE COMPANY'S LISTED SECURITIES

Neither the Company, nor any of ifs subsidiaries purchased, redeemed or sold any of the
Company’s listed securities during the year.

EMOLUMENT POLICY

The remuneration committeg reviews the emolument policy and structure for all remuneration of
the directors and senior management of the Group, having regard to the Group’s operating
results, individual performance and comparable market statistics.

The Company has adopted a new share option scheme, details of the scheme are set out in
note 32 to the financial statements.

CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of corporate governance and has
appliecl the principles of the Code Provisions as set out in the Code on Corporate Governance
Practices in Appendix 14 of the Listing Rules. Details are set out in the Corporate Governance
Report on page 21 to 27.

©
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AUDITORS

Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be
proposed at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Dr. Charles Yeung, $BS, JP
Chairman

Hong Kong
20 April 2006
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REPORT OF THE AUDITORS

13 December 2004

Zll ERNST & YOUNG
% Kk & 3 % OF B A

To the members
Glorious Sun Enterprises Limited
(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 43 to 138 which have been prepared in
accordance with accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Company’s directors are responsible for the preparation of financial statements which give a
true and fair view. In preparing financiai statements which give a frue and fair view it is
fundarnental that appropriate accounting policies are selected and applied consistently. it is our
responsibility to form an independent opinion, based on our audit, on those financial statements
and to report our opinion solely fo you, as a body, in accordance with Section 90 of the Bermuda
Compuanies Act 1981, and for no other purpose. We do not assume responsibility fowards or
accept liability to any other person for the contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the
Hong Kong Institute of Certified Public Accountants. An audit includes an examination, on ¢ test
basis, of evidence relevant o the amounts and disclosures in the financial statements. It also
includes an assessment of the significant estimates and judgements made by the directors in the
preparation of the financial statements, and of whether the accounting policies are appropriate
to the Company’s and the Group’s circumstances, consistently applied and adequately
disclosed.

We planned and performed our audit so s to obtain all the information and explanations which
we considered necessary in order to provide us with sufficient evidence 1o give reasonable
assurance as to whether the financial statements are free from material misstatement. In forming
our opinion we also evaluated the overall adequacy of the presentation of information in the
financial statements. We believe that our audit provides a reasonable basis for our opinion.

OPINION

In our opinion the financial statements give a true and fair view of the state of affairs of the
Company and of the Group as at 31 December 2005 and of the profit and cash flows of the
Group for the year then ended and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Ernst & Young
Certified Public Accountants
Hong Kong

20 Aprli 2006




CONSOLIDATED INCOME STATEMENT

Year ended 31 December 2005

REVENUE

Cost of sales

GROSS PROFIT

Other income and gains

Selling and distribution costs

Administrative expenses

Other operatfing expenses

Finance costs

Share of profits and losses of:
Jointly-controlled entities

Associates

PROFIT BEFORE TAX

Tax

PROFIT FOR THE YEAR

Aftributable to:
Equity holders of the Company
Minority inferests

DIVIDENDS

EARNINGS PER SHARE ATTRIBUTABLE
TO EQUITY HOLDERS OF
THE COMPANY
Basic - For profit for the year

Diluted - For profit for the year

I3

(@)

Notes

12

13

2005
HK$°000

3,802,398

(2,176,579)

1,625,819

132,132
(880,153)
(475,901)

(66,544)

(9,481)

431

44,628

370,931

(79,446)

291,485

242,809

48,676

291,485

250,017

HK Cents

23.80

23.35

|
I

2004
HK$ 000
(Restated)

3,683,751

(2,032,440)

1,551,311

115,999
(763,654)
(475,306)
(79,295)
(7.944)

1,794

20,034

362,939

(90,196)

272,743

219.193

53,550

272,743

132,077

HK Cents

21.91

2159




CONSOLIDATED BALANCE SHEET

31 December 2005

NON-CURRENT ASSETS

Propery, plant and equipment
Investment property

Prepaid land lease payments
Interess in jointly-controlled entities
Interess in associates

Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and bills receivables

Prepayments, deposits and other receivables

Due from related companies

Equity investments at fair value through profit or loss
Pledged deposits

Cash cnd cash equivalents

Total current assets

CURRENT LIABILITIES

Trade and bills payables

Other payables and accruals
Interesr-bearing bank and other berrowings
Tax pavable

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES
NON-CURRENT LIABILITIES

Interest-bearing bank and other borrowings

Long term loans from minority shareholders
Deferred tax liabilities

Total non-current liabilities

Net assets

By
I,

Notes

14
15
16
18
19
30

20
21

22
23
24
24

25

27

27
29
30

2005
HK$'000

622,163
2,500
17,209
21,861
213,813

14,525

892,071

560,535
431,650
179,103
1,072
59,525
21,784

1,266,197

2,519,866

481,649
623,655
251,187

226,803
1,583,294
936,572

1,828,643

6,004
9,400
411

15,815

1,812,828

2004
HK$ 000
(Restated)

497,356
1,900
17,618
28,336
157,911
11,887

715,008

563,206
276,877
185,074

14,977

21,784

1,251,865

2,313,783

382,689
659,151
126,040

206,026
1,373,906
939.877

1,654,885

25,061
9,400
1,057

35,518

1,619,367




CONSOLIDATED BALANCE SHEET (CONTINUED)

31 December 2005

EQUITY

Equity attributable to
of the Company

lssued capital

Reserves

Proposed dividends

Minority interests

Total equity

equity holders

Charles Yeung, JP
Director

©n

2005

Notes HKS$’000
31 104,938
33 1,338,880
12 219,320
1,663,138

33 149,690
1,812,828

Yeung Chun Fan

Director

2004
HKS$'000
(Restated)

100,058
1,265,134
105,061

1,470,253
149,114

1,619,367




CONSOLIDATED SUMMARY STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2005

2005 2004
Notes HK$°000 HKS$ 000
(Restated)
Total equity attributable to the equity holders of
the Company at 1 January
As previous reported 1,473,060 1,343,000
Prior year adjustment 33 (2,807) (601)
As restated 1,470,253 1,342,399
Net surplus on revaluation of buildings (as restated) 33 4,960 3,024
Exchange differences on translation of
the financial statements of foreign entities 33 (14,147) 7.697
Net gcins/(losses) not recognised in the consolidated
income statement (9,187) 10,721
Net profit from ordinary activities
attributable to equity holders
of the Company (as restated) 33 242,809 219,193
Issue of new shares 31 4,880 -
Premium on issue of new shares, net 33 90,141 -
Dividends paid 12 (135,758) (102,060)
202,072 117,133
Total equity attrioutable fo the equity holders of
the Company at 31 December 1,663,138 1,470,253

1%
o
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CONSOLIDATED CASH FLOW STATEMENT

Year ended 31 December 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax
Adjustments for;
Finance costs
Share of profits and losses of jointly-controlled
entities and associates
Interest income
Depreciation
Recognition of prepaid land lease payments
Amortisation of permanent quota

Impairment/(reversal of impairment) of items of

property, plant and equipment
Write-down/(write-back) of inventories

to nef realisable value
Loss on disposal/write-off of items of property,

plant and equipment
Gain on disposal of permanent quota
Loss on disposal of an associate
Fair value gains, net:

Equity investments at fair value

through profit or loss

Net revaluation deficit/(surplus) on buildings
Impairment of interest in associates
Change in fair value of an investment property
Effect of foreign exchange rate changes, net

Operating profit before working capital changes
Decrease/(increase) in amounts due
from jointly-controlled entities
Increase/(decrease) in amounts dug to
jointly-controlled entities

Decrease/(increase) in amounts due from associates

Decrease in amounts due to associates
Increcse in inventories

Decrease/(increase) in frade and bills receivables

Decrease/(increase) in prepayments, deposits
and other receivables

Increase in equity investments af fair value
through profit or loss

Decrease/(increase) in amounts due
from related companies

Increase/(decrease) in frade and bills payables

Increase/(decrease) in other payables and accruals

Cash generated from operations

47

Nofes

OO\ O O

OO O

O On O

1)
()
e

2005
HK$’000

370,931
9,481

(45,059)

(30,294)

123,865
409

(105)
16,368

25,204

(7,050)
(213)

11,106
(600)

(1,044)

472,999
(1,496)

6,111
(300)
(1,946)
(13,697)
(50,687)

6,170
(52,475)

13,905
98,960

(35,496)

442,048

2004
HKS$'000
(Restated)

362,939
7,944
(21,828)
(14,451)
111,639
409
2,085
1,094
(17,758)
7,113

(42)
714

2,685

(250)
4,236

446,529
1,081

(4,376)
2,802

(7,.213)

(33,829
124,257

(24,755)

(13,398)
(25,572)

87,249

552,745
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GLORICUS SUN ENTERPR

CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

Year =nded 31 December 2005

2005 2004
Noftes HK$°000 HK$'000
(Restated)
Cash ¢cenerated from operations 442,048 552,745
Interes- received 5 30,294 14,451
Interes paid 7 (9,307) (7.819)
Interest element on finance lease rental payments 7 (174) (125
Dividend received from jointly-controlled entities 2,092 1,694
Dividend received from associates 33,859 13,623
Hong Kong profits tax paid (28,580) (13,353)
Overseas taxes paid (32,824) (12,224)
Net cash inflow from operating acftivities 437,408 548,992
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of items of property, plant and equipment (280,962) (123,520)
Additicns to permanent quota - (920)
Proceeds from disposal of items of
property, plant and equipment 2,349 2,720
Proceeds from disposal of permanent quota - 42
Investments in associates - (1,275)
Disposal of an associate - 600
Advance of a loan to associates (50,447) (43,032)
Increase in non-pledged time deposits with
original maturity of more than three months
wheri acquired (11,989 -
Decrecise in pledged deposits - 15,433
Net cash outflow from investing actlivities (341,049) (149,952)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares 317 95,039 -
Share issue expenses 317 (18) -
New bank loans 3,014 39,210
Repayrnent of bank loans (44,041) (93,045)
Capita element of finance lease rental payments (1,689) (1,938)
Capita confributed by a minority shareholder - 496
Divider ds paid (135,758) (102,060)
Divider ds paid to minority shareholders (49,887) (89,821
Increase/(decrease) in frust receipt loans 48,515 (26,029)
Net cash outflow from financing cctivities (84,825) (273,187)
NET INCREASE IN CASH AND CASH EQUIVALENTS 11,534

©9
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CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

Year ended 31 December 2005

Notes

NET INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents af 1 January
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT 31 DECEMBER

ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
Cash and bank balances 24
Non-pledged time deposits with original maturity
of less than three months when acguired
Bank overdrafts 27

2005
HK$'000
11,534

1,239,238
(7,694)

1,243,078
497,650

756,558
(11,130

1,243,078

2004

HKS 000
(Restated)
125,853

1,111,431
1,954

1,239,238
523,313

728,552
(12,627)

1,239,238




BALANCE SHEET

31 December 2006

NON-CURRENT ASSETS
Interest in a subsidiary

CURREMT ASSETS
Other raceivables
Cash and cash equivalents

Total current assets

CURRENT LIABILITIES
Other payables and accruals

NET CURRENT ASSETS

Net assets

EQUITY

Issued capital
Reserves

Proposed dividends

Total equity

Charles Yeung, JP
Director

&
©

2005

Notes HK$'000
17 649,136
1,252

24 692,992
694,244

151

694,093

1,343,229

31 104,938
33 1,018,971
12 219,320
1,343,229

Yeung Chun Fan

Director

2004
HK$’000

770,899

453
597,031

597.484

140
597,344

1,368,243

100,058
1,163,124
105,061

1,368,243
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NOTES TO FINANCIAL STATEMENTS

31 December 2006

CORPORATE INFORMATION

Glorious Sun Enterprises Limited is a limited liability company incorporated in Bermuda. The
head office and principal place of business of Glorious Sun Enterprises Limited is located af
Glorious Sun Group Building, 97 How Ming Street, Kwun Tong, Kowloon, Hong Kong.

During the year, the Group was engaged in the retailing, export and production of casual
weqar.

BASIS OF PREPARATION

These financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards ("HKFRSs”) (which also include Hong Kong Accounting Standards
("HKASs") and Interpretations) issued by the Hong Kong Institute of Certified Public
Accountants, accounting principles generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Crdinance. They have been prepared under
the historical cost convention, except for investment property, certain buildings, derivative
financial instruments and equity investments, which have been measured at fair value,
These financial statements are presented in Hong Kong dollars and all values are rounded
to the nearest thousand (HKS'000) except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company
and ifs subsidiaries for the year ended 31 December 2005, Adjustments are made to bring
into line any dissimilar accounting policies that may exist. The results of subsidiaries are
consolidated from the date of acquisition, being the date on which the Group obtains
control, and continue fo be consolidated until the date that such control ceases. All
significant intercompany transactions and balances within the Group are eliminated on
consolidation.

Minority interests represent the interests of outside shareholders in the results and net assets
of the Company’s subsidiaries.
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NOTES TO FINANCIAL STATEMENTS

31 De"ember 2005

2.2. IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING

STANDARDS

The following new and revised HKFRSs affect the Group and are adopted for the first time
for the current year's financial statements:

EKAS 1
HKAS 2
HKAS 7
FKAS 8
EKAS 10
FKAS 12
HKAS 14
FKAS 16
FKAS 17
FKAS 18
FKAS 16
FKAS 21
FKAS 23
FKAS 24
FKAS 27
FKAS 28
FKAS 31
FKAS 32
FKAS 33
FKAS 36
FIKAS 37
FHKAS 38
FIKAS 39
FHKAS 39
Amendment

HKAS 40
FIKFRS 2
FKFRS 3
HK(SIC)-Int 21
HK-Int 4

Presentation of Financial Statements

Inventories

Cash Flow Statements

Accounting Policies, Changes in Accounting Estimates and Errors

Events after the Balance Sheet Date

Income Taxes

Segment Reporting

Property, Plant ond Equipment

Leases

Revenue

Employee Benefifs

The Effects of Changes in Foreign Exchange Rates

Borrowing Costs

Related Party Disclosures

Consolidated and Separate Financial Statements

Investments in Associates

Interests in Joint Ventures

Financial Instruments: Disclosure and Presentation

Earnings per Share

Impairment of Assets

Provisions, Contingent Liabilities and Contingent Assets

Intangible Assets

Hnondolwwhumenm:Recogﬁﬁonondf%eoaﬂemenf

Transition and Initial Recognition of Financial Assets and Financial
Liabilities

Investment Property

Share-based Payment

Business Combinations

Income Taxes-Recovery of Revalued Non-depreciable Assets

Leases-Determination of the Length of Lease Term in respect of
Hong Kong Land Leases




'NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.2,

IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (CONTINUED)

The adoption of HKASs 2, 7, 8, 10, 12, 14, 16, 18, 19, 23, 27, 28, 31, 33, 36, 37 and 38, HK(SIC)-Int
21 and HK-Int 4 has had no material impact on the accounting policies of the Group and
the Company and the methods of computation in the Group’s and the Company’s
financial statements.

HKAS 1 has affected the presentation of minority interests on the face of the consclidated
balance sheet, consolidated income statement, consolidated summary statement of
changes in equity and other disclosures. In addition, in prior periods, the Group’s share of
tax affributable to jointly-controlled entities and associates was presented as ¢
component of the Group's total tax charge in the consolidated income statement. Upon
the adoption of HKAS 1, the Group’s share of the post-acquisition results of jointly-
controlled entities and associates is presented net of the Group’s snare of tax attributable
o jointly-controlled entities and associates.

HKAS 21 had no material impact on the Group. As permitted by the transitional provisions
of HKAS 21, goodwill arising in a business combination prior to 1 January 2005 and fair value
adjustments arising on that acquisition are deemed 1o be In the currency of the Company.
In respect of acquisitions subsequent to 1 January 2005, any goodwill arising on the
acquisition of a foreign operation and any fair value adjustments to the carrying amounts
of the assetfs and liabilities are treated as assets and liabilities of the foreign operation and
are translated at the closing rate in accordance with HKAS 21.

HKAS 24 has expanded the definition of related parties and affected the Group’s related
party disclosures.
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NOTES TO FINANCIAL STATEMENTS

31 Decomber 2005

2.2. IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (CONTINUED)

The impact of adopting the other HKFRSs is summarised as follows:

(@)

()]

HKAS 17 - Leases

In prior years, leasehold land and buildings held for own use were stated at valuation
less accumulated depreciation and any impairment losses.

Upon the adoption of HKAS 17, the Group’s leasehold interest in land and buildings is
separated into leasehold land and buildings. The Group’s leasehold land is classified
as an operating lease, because the title of the land is not expected to pass fo the
Group by the end of the lease term, and is reclassified from property, plant and
equipment to prepaid land lease payments, while buildings continue to be classified
as part of property, plant and equipment. Prepaid land lease payments for land
lease payments under operating leases are initially stated at cost and subsequently
amortised on the straight-line basis over the lease term. When the lease payments
cannot be allocated reliably between the land and buildings elements, the enfire
lease payments are included in the cost of the land and buildings as a finance lease
in property, plant and equipment.

The effect of the above changes are summarised in note 2.4 to the financial
statements.

HKAS 32 and HKAS 39 - Financial Instruments
Discounted bills with recourse

In prior years, the Group accounted for bills discounted with recourse as @
contingent liability. Upon the adoption of HKAS 39, bills discounted with recourse are
no longer derecognised since the derecognition criteria for financial assets are not
met. Accordingly, the related bank advances received as consideration for the bills
discounted are recognised as a liability prospectively on or after 1 January 2005. The
effects of the above changes are summarised in note 2.4 to the financial stafements.

@l
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.2. IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (CONTINUED)

(c)

(d

HKAS 40 - Investment Property

In prior years, changes in the fair values of investment properties were decalt with as
movements in the investment property revaluation reserve. If the fotal of this reserve
was insufficient to cover a deficit, on a portfolio basis, the excess of the deficit was
charged to the income statement. Any subseguent revaluation surplus was credited
to the income statement to the extent of the deficit previously charged.

Upon the adoption of HKAS 40, gcins or losses arising from changes in the fair values
of the investment properties are included in the income statement in the year in
which they arise,

As the Group’s investment property had revaluation deficit in aggregate, which were
previously charged to the income statement. The adoption of HKAS 40 has had no
effect on the consolidated income statement and refained profits.

HKFRS 2 - Share-based Payment

In prior years, no recognition and measurement of share-based payment
fransactions in which employees (Including directors) were granted share options
over shares in the Company were required until such options were exercised by
employees, at which time the share capital and share premium were credited with
the proceeds received,

Upon the adoption of HKFRS 2, when employees (iIncluding directors) render services
as consideration for equity insfruments (“equity-settied transactions”), the cost of the
equity-seftled transactions with employees is measured by reference to the fair value
at the date at which the instruments are granted.

@]
O
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.2. IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (CONTINUED)

(d)

(e)

HKFRS 2 - Share-based Payment (confinued)

The Group has adopted the transitional provision of HKFRS 2 under which the new
measurement policies have not been applied to (i) options granted to employees on
or before 7 November 2002; and (i) options granted to employees after 7 November
2002 but which had vested before 1 January 2005.

As the Group did not have any employees share options which were granted during
the period from 7 November 2002 to 31 December 2004 but had not yet vested as at
1 January 2005, the adoption of HKFRS 2 has had no impact on the retained profits as
at 31 December 2003 and at 31 December 2004 nor has it had an impact on the
current year's income statement.

HKFRS 3 - Business Combinations

In prior years, goodwill and negative goodwill arising on acquisitions prior to 1
January 2001 were eliminated against the consolidated retained profits in the year of
acquisition and were not recognised in the income statement until disposal or
impairment of the acguired business.

The transitional provisions of HKFRS 3 have required goodwill previously eliminated
against the consolidated retained profits remained eliminated against the
consolidated retained profits,

(@l
Or
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.3.

IMPACT OF ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL
REPORTING STANDARDS

The Group has not applied the following new and revised HKFRSs, that have been issued
but are not yet effective, in these financial statements. Unless otherwise stated, these
HKFRSs are effective for annual pericds beginning on or after 1 January 2006:

HKAS 1 Amendment
HKAS 19 Amendment
HKAS 39 Amendment

HKAS 39 Amendment

HKAS 39 & HKFRS 4
Amendments

HKFRSs 1& 6
Amendments

HKFRS 6

HKFRS 7

HK{FRIC)-Int 4

HKJFRIC)-Int &

HK({FRIC)-Int 6

Capital Disclosures

Actuarial Gains and Losses, Group Plans and Disclosures

Cash Flow Hedge Accounting of Forecast Infragroup
Transactions

The Fair Value Option

Financial Guarantee Contracts

First-time Adoption of Hong Kong Financial Reporting Standards
and Exploration for and Evoluation of Mineral Resources

Exploration for and Evaluation of Mineral Resources

Financial Instruments: Disclosures

Determining whether an Arrangement contains a Lease

Rights to Interests arising from Decommissioning, Restoration
and Environmental Rehabilitation Funds

Liabilities arising from Participating in a Special Market -
Waste Electrical and Electronic Equipment

The HKAS 1 Amendment shall be applied for annual periods beginning on or after 1
January 2007. The revised standard will affect the disclosures about qualitative information
about the Group’s objective, policies and processes for managing capital, gquantitative
data about what the Company regards as capital; and compliance with any capital
requirements and the consequences of any non-compliance.

[@11]
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NCTES TO FINANCIAL STATEMENTS

3] December 2005

2.3. IMPACT OF ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL
REPORTING STANDARDS (CONTINUED)

HKFRS 7 will replace HKAS 32 and has modified the disclosure requirements of HKAS 32
relating to financial statements, This HKFRS shall be applied for annual periods beginning on
or after 1 January 2007.

In accordance with the amendments to HKAS 39 regarding financial guarantee contracts,
financial guarantee contracts are initially recognised at fair value and are subseguently
measured at the higher of (i) the amount determined in accordance with HKAS 37 and (if)
the amount Initially recognised, less, when appropriate, cumulative amortization
recognised in accordance with HKAS 18.

The HKAS 19 Amendment, HKAS 39 Amendment regarding cash flow hedge accounting of
forecast intragroup transactions, HKFRSs 1 and 6 Amendments, HKFRS 6, HK(IFRIC)-Int & and
HK(IFRIC)-Int 6 do not apply to the activities of the Group. HK(IFRIC)-Int 6 shall be applied
for annual periods beginning on or after 1 December 2005.

Except as stated above, the Group expects that the adoption of the other
pronouncements listed above will not have any significant impact on the Group's financial
statements in the pericd of initicl application.

&M
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.4. SUMMARY OF THE IMPACT OF CHANGES IN ACCOUNTING POLICIES

(@

Effect on the consolidated balance sheet

Effect of new policies
(increase/(decreqse))

At 1 January 2005

Assets

Property, plant and equipment

Prepaid land lease payments

Prepayments, deposits and other receivables
Trade and bills receivables

Liabilities/equity

Interest-bearing bank and cther borrowings
Retained profits

Asset revaluation reserve

Exchange fluctuation reserve

Minority interests

At 31 December 2005

Assels

Property, plant and equipment

Prepaid land lease payments

Prepayments, deposits and other receivables
Trade and bills receivables

Liabilities/equity
Interest-bearing bank and other borrowings

* Adjustments taken effect prospectively from 1 January 2005

Effect of adopting
HKAS 39*
HKAS 174 Bills
Prepaid discounted
land lease with
payments recourse
HKS'000 HKS000
(21,610 -
17,618 -
409 -
- 104,086
- 104,086
(1,163) -
(1,643) -
(1) -
(776) -
(17.618) -
17,209 -
409 -
- 83,115
- 83,115

# Adjustments/presentation faken effect refrospectively

Totdl
HKS 000

(21,610)
17,618
409
104,086

100,503

104,086
(1,163)
(1,643)

M
(776)

100,503

(17.618)
17,209
409
83,116

83,115

83.115

83,115
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.4. SUMMARY OF THE IMPACT OF CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(b)

Effect on the balances of equity at 1 January 2004 and at 1 January 2005

Total
HK$000
Effect of new policy - HKAS 17 Prepaid land lease payments
1 January 2004
Asset revaluation reserve (319)
Exchange fluctuation reserve (M
Retained profits (281)
Minority interests 328
(273)
1 January 2005
Asset revaluation reserve (1.643)
Exchange fluctuation reserve M
Retained profits (1,163)
Minority interests (776)

(3,583)

©x
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

o)

2.4. SUMMARY OF THE IMPACT OF CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(c) Effect on the consolidated income statement for the years ended 31 December 2005

and 2004
Effect of adopting
HKAS |
Share of post-tax HKAS 17
profits and losses Prepaid
of jointly-controlled land lease
Effect of new policies enfifies and associates payments Total
HK$°000 HK$'000 HK$ 000
Year ended 31 December 2005
Decrease in share of profits and
losses of jointly-controlled entities (519 - (619)
Decrease in share of profits and
losses of associates (15,051 - (16,051)
Decrease in tax 15,570 - 15,570
Increcse in recognition of prepaid fand
lease payments - (409) (409)
Decrease in depreciation - 181 18]
Total decrease in profit - (228) (228)
Decrease in basic eamings per share - HK cents - (0.02) (0.02)
Decrease in diluted earnings per share - HK cents - (0.02) (0.02)
Year ended 31 December 2004
Decrease in share of profits and
losses of joinfly-controlled entifies (963) - (963)
Decrease in share of profits and
losses of associates (16,806) - (16,806)
Decrease in tax 17,769 - 17,769
Increase in revaluation deficit on
leasehold buildings - (1,390) (1,390)
Increase in recognition of prepaid land
lease payments - (409) (409)
Foreign exchange difference, net - m M
Decrease in depreciation - 181 181
Decrease in minority interests - 737 737
Total decrease In profit - (882) (882)
Decrease in basic earnings per share - HK centfs - ~(0.09) (0.09)
Decrease in diluted eamings per share - HK cenfs - {0.09) 0.09)
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NOTES TO FINANCIAL STATEMENTS |

31 December 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Subsidiaries

A subsidiary is an entity whose financial and operating policies the Company confrols,
clirectly or indirectly, so as to obtain benefits from its activities.

The results of subsidiaries are included in the Company’s income statement to the extent of
clividends received and receivable. The Company’s interests in subsidiaries are stated af
cost less any impairment losses.

Joint venture

£ joint venture is an entity set up by contractual arrangement, whereby the Group and
other parties undertake an economic activity. The joint venture operates as a separate
entity in which the Group and the other parties have an interest.

The joint venture agreement between the venturers stipulates the capital contfributions of
tne joint venture parties, the duration of the joint venfure entity and the basis on which the
assets are to be realised upoen its dissolution. The profits and losses from the joint venture’s
operations and any distributions of surplus assets are shared by the venturers, either in
proportion to their respective capital contributions, or in accordance with the terms of the
jnint venture agreement.

A joint venture company is treated as:

(@) a subsidiary, if the Group, directly or indirectly, controls more than half of its voting
power or issued share capital or confrols the composition of its broad of directors, if
the Group has unilateral control, directly or indirectly, over the joint venture
company;

(o) @ jointly-controlled entity, if the Group does not have unilateral control, but has joint
control, directly or indirectly, over the joint venture,

(c) an associate, if the Group does not have unilateral or joint control, but holds, directly
or indirectly, generally not less than 20% of the joint venture’s registered capital and
is in @ position to exercise significant influence over the joint venture; or

(d) an equity investment accounted for in accordance with HKAS 39, if the Group holds,
directly or indirectly, less than 20% of the joint venture's registered capital and has
neither joint control of, nor is in a position fo exercise significant influence over, the
joint venture.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Jointly-controlied entities

A jointly-controlled entity is a joint venture that is subject 1o joint control, resulting in none
of the participating parties having unilateral control over the economic activity of the
jointly-controlled enfity.

The Group’s share of the post-acquisition results and reserves of jointly-controlled entities is
included in the consclidated income statement and consolidated reserves, respectively.
The Group’s interests in jointly-controlled entities are stated in the consolidated balance
sheet at the Group’s share of net assets under the equity method of accounting, less any
impairment losses.

Associates

An associate is an entity, not being a subsidiary or a jointly-controlled entity, in which the
Group has a long term interest of generally not less than 20% of the equity voting rights and
over which it is in @ position 1o exercise significant influence.

The Group’s share of the post-acquisition results and reserves of associates is included in
the consolidated income statement and consolidated reserves, respectively, The Group’s
interests in associates are stated in the consolidated balance sheet af the Group’s share of
net assets under the equity method of accounting, less any impairment losses. Goodwill
arising from the acquisition of associate, which was not previously eliminated or recognised
in the consolidated reserves, is included as part of the Group’s interest in associates.

o»
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Goodwill

Goodwill arising on the acquisition of subsidiaries, associates and jointly-controlled entities
rapresents the excess of the cost of the business combination over the Group's interest in
tne net fair value of the acquirees’ identifiable assets acquired, and liabilities and
contingent liabilities assumed as at the date of acquisition.

Goodwill previously eliminated against the consolidated reserves

Frior to the adoption of SSAP 30 “Business Combinations” in 2001, goodwill arising on
acquisition was eliminated against the consolidated retained profits in the year of
acquisition. On the adoption of HKFRS 3, such goodwill remains eliminated against the
consolidated retained profits and is not recognised in profit or loss when all or part of the
business to which the goodwill relates is disposed of or when a cash-generating unit to
which the goodwill relates becomes impaired.

I




NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairment of assets

Where an indication of impairment exists, or when annual impairment testing for an asset is
required (other than inventories, deferred tax assets, investment properties and goodwill),
the asset’s recoverable amount is estimated. An asset’s recoverable amount is calculated
as the higher of the asset’s or cash-generating unit’s value in use and its fair value less costs
1o sell, and is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or groups of assets, in which
case, the recoverable amount is determined for the cash-generating unit to which the
asset belongs.

An impairment 10ss is recognised only if the carrying amount of an asset exceeds its
recoverable amount. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. An impairment
loss is charged to the income statement in the period in which it arises, unless the asset is
carried at a revalued amount, in which case the impairment loss is accounted for in
accordance with the relevant accounting policy for that revalued assets.

An assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If
such indication exists, the recoverable amount is estimoted. A previously recognised
impairment loss of an asset other than goodwill is reversed only if there has been a change
in the estimates used to determine the recoverable amount of that asset, however not to
an amount higher than the carrying amount that would have been determined (net of any
depreciation/amortisation), had no impairment loss been recognised for the asset in prior
years. A reversal of such impairment loss is credited to the income statement in the period
In which it arises, unless the asset is carried at a revalued amount, in which case the
reversal of impairment loss is accounted for in accordance with the relevant accounting
policy for that revalued assefts.

©
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NOTES TO FINANCIAL STATEMENTS

31 Dezember 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Related parties

A party is considered to be related to the Group if:

()

G)

)

()

(e)

the party, directly, or indirectly through one or more intermediaries, (i) controls, is
controlled by, or is under common controt with, the Group; (i) has an interest in the
Group that gives it significant influence over the Group; or (iif) has joint control over
the Group;

the party is an associate;

the party is a jointly-controlled enfity,

the party is a member of the key management personnel of the Group or its parent;
the party is a close member of the family of any individual referred to in (a) or (d). or
the party is an entity that is controlled, jointly controlled or significantly influenced by

or for which significant voting power in such entity resides with, directly or indirectly,
any individual referred to in (d) or (e).

©»
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost or
valuation less accumulated depreciation and any impairment losses. The cost of an item of
property, plant and equipment comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location for its intended use.
Expenditure incurred affer items of property, plant and equipment have been put into
operation, such as repairs and maintenance, is normally charged to the income statement
in the period in which if is incurred. In situations where it can be clearly demonstrated that
the expenditure has resulted in an increase in the future economic benefits expected to
be obtained from the use of an item of property, plant and eguipment, and where the cost
of the item can be measured reliably, the expenditure is capitalised as an additional cost
of that asset or as a replacement,

Valuations are performed frequently enough to ensure that the fair value of a revalued
asset does not differ materially from its carrying amount. Changes in the values of property,
plant and eqguipment are dealt with as movements in the asset revaluation reserve, If the
total of this reserve is insufficient to cover a deficit, on an individual asset basis, the excess
of the deficit is charged to the income statement. Any subsequent revaluation surplus is
credited to the income statement to the extent of the deficit previously charged. On
disposal of a revalued asset, the relevant portion of the asset revaluation reserve realised in
respect of previous valuations is transferred fo retained profits as a movement in reserves.

Depreciation is calculated on the straight-line basis to write off the cost or valuation of
each item of property, plant and equipment to its residual value over its estimated useful
life, The principal annual rates used for this purpose are as follows:

Freehold land Not depreciated

Buildings 1.67%-5% or over the terms of the leases,
whichever is shorter

Leasehold improvements 20%-25% or over the terms of the leases,
whichever is shorter

Plant and machinery 10%-25%

Furniture, fixtures and office equipment  10%-33%
Motor vehicles 20%-30%

©»
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NOTES TO FINANCIAL STATEMENTS

31 De”ember 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment and depreciation (continued)

Where parts of an item of property, plant and equipment have different useful lives, the
cost or valuation of that item is aliocated on a reascnabie basis among the parts and
gach part Is depreciated separately.

Residual values, useful lives and depreciation method are reviewed, and adjusted if
cppropriate, at each balance sheet date.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss on disposal or
retirement recognised in the income statement in the year the asset is derecognised is the
cifference between the net sales proceeds and the carrying amount of the relevant asset.

Constfruction in progress represents buildings and office premises under construction, which
{¢ stated at cost less any impairment losses, and is not depreciated. Cost comprises the
cirect costs of constfruction incurred during the period of construction. Construction in
progress is reclassified to the appropriate category of property, plant and equipment or
investment properties when completed and ready for use.

Investment properties

Investment properties are interests in land and buildings held to earn rental income and/or
for capital appreciation, rather than for use in the production or supply of goods or
sarvices or for administrative purposes; or for sale in the ordinary course of business. Such
properties are measured initially at cost, including transaction costs. Subseguent to initial
recognition, investment properties are stated af fair value, which reflects market conditions
at the balance sheet date.

Gains or losses arising from changes in the fair values of investment properties are included
in the income statement in the year in which they arise.

Any gains or losses on the retirement or disposal of an investment property are recognised
in the income statement in the year of the retirement or disposal.




NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Leases

Leases that transfer substantially all the rewards and risks of ownership of assets to the
Group, other than legal title, are accounted for as finance leases. At the inception of a
finance lecase, the cost of the leased asset is capitalised at the present value of the
minimum lease payments and recorded together with the obligation, excluding the inferest
element, to reflect the purchase and financing. Assets held under capitalised finance
leases are included in property, plant and equipment, and depreciated over the shorter of
the lease terms and the estimated useful lives of the assets. The finance costs of such
teases are charged to the income statement so as to provide a constant periodic rate of
charge over the lease ferms.

Leases where substantially all the rewards and risks of cwnership of assets remain with the
lessor are accounted for as operating leases. Where the Group is the lessor, assets leased
by the Group under operating leases are included in non-current assets, and rentals
receivable under the operating leases are credited to the income statement on the
straight-line basis over the lease terms. Where the Group is the lessee, rentals payable
under the operating leases, net of any incentives received from the lessor are charged to
the income statement on the straight-line basis over the lease ferms.

Prepaid land lease payments under operating leases are initially stated at cost and
subsequently recognised on the straight-line basis over the lease terms. When the lease
payments cannot be aliocated reliably between the land and buildings elements, the
entire lease payments are included in the cost of the land and buildings as a finance lease
in property, plant and equipment.

Investments and other financial assets (applicable to the year ended 31 December 2005)

Financial assets in the scope of HKAS 39 are classifled as either financial assets at fair value
through profit or loss, or loans and receivables, as appropriate. When financial assets are
recognised initially, they are measured at fair value, plus, in the case of investments not at
fair value through profit or loss, directly atftributable tfransaction costs. The Group
determines the classification of its financial assets after initial recognition and, where
cllowed and appropriate, re-evaluates this designation at the balance sheet dafe.

All regular way purchases and sales of financial assets are recognised on the trade date
i.e.. the date that the Group commits to purchase the assef. Regular way purchases or
sales are purchases or sales of financial assets that require delivery of assets within the
period generally established by regulation or convention in the marketplace.,
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2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets (applicable to the year ended 31 December 2005)
(continued)

Financial assets at fair value through profit or loss

F nancial assets classified as held for trading are included in the category “financial assets
ot falr value through profit or loss”. Financial assets are classified as held for trading if they
cre acquired for the purpose of sale in the near term. Gains or losses on investments held
for frading are recognised in the income statement.

Loans and receivables

Loans and recelvables are non-derivative financial assets with fixed or deferminable
cayments that are not quoted in an active market. Such assets are carried at amortised
cost using the effective interest method. Gains and losses are recognised in the income
statement when the loans and receivables are derecognised or impaired, as well as
through the amortisation process.

Fair value

The fair value of investments that are actively traded in organised financial markets is
cletermined by reference to quoted market bid prices af the close of business at the
balance sheet date. For investments where there is no active market, fair value is
determined using valuation technigues. Such techniques include using recent arm’s length
rnarket transactions: reference to the current market value of another instrument which is
substantially the same; a discounted cash flow analysis; and option pricing models.

Impairment of financial assets (applicable to the year ended 31 December 2005)

The Group assesses at each balance sheet date whether there is any objective evidence
that a financial asset or a group of financial assets is impaired.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairment of financial assets (applicable to the year ended 31 December 2005)
{continued)

Assets carried at amortised cost

If there is objective evidence that an impairment loss on loans and receivables carried at
amortised cost has been incurred, the amount of the loss is measured as the difference
beftween the asset’s carrying amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred) discounted at the financial
asset’s original effective interest rate (i.e., the effective interest rate compuied ct initial
recognition). The carrying amount of the asset is reduced either directly or through the use
of an allowance account. The amount of the impairment loss is recognised in profit or loss.

The Group first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial
assefs that are not individually significant, If it is determined that no objective evidence of
impairment exists for an individually assessed financial asset, whether significant or not, the
asset Is included in a group of financial assefs with similar credit risk characteristics and
that group is collectively assessed for impairment. Assets that are individually assessed for
impairment and for which an impairment 10ss is or continues to be recognised are not
included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease
can be related objectively o an event occurring affer the impairment was recognised, the
previously recognised impairment lcss is reversed. Any subseqguent reversal of an
impairment loss is recognised In the income statement, to the extent that the carrying
value cf the asset does not exceed its amortised cost at the reversal date.

Assefts carried at cost

If there is objective evidence that an impairment loss on an unguoted equity instrument
that is not carried at fair value because its fair value cannot be reliably measured has
been incurred, the amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted atf the
current market rate of return for a similar financial asset. Impairment losses on these assets
are not reversed.
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2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Derecognition of financial assets (applicable to the year ended 31 December 2005)

A financicl asset (or, where applicable, a part of a financial asset or part of a group of
similar financial assets) is derecognised where:

. the rights to receive cash flows from the asset have expired;

. the Group retains the rights to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a "pass-
through” arrangement; or

. the Group has transferred its rights to receive cash flows from the asset and either (a)
has fransferred substantially all the risks and rewards of the asset, or (b) has neither
transferred nor retained substantially all the risks and rewards of the asset, but has
fransferred confrol of the asset.

Where the Group has fransferred its rights to receive cash flows from an asset and has
neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the extent of the Group’s
continuing involvement in the asset. Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of considerafion that the Group could be
required to repay.

Where continuing involvement takes the form of a written and/or purchased option
(including a cash-settled option or similar provision) on the transferred asset, the extent of
the Group’s continuing involvement is the amount of the transferred asset that the Group
may repurchase, except in the case of a writfen put option (including a cash-settled
option or similar provision) on an asset measured at fair value, where the exfent of the
Group’s continuing Involvement is limited to the lower of the fair value of the transferred
asset and the option exercise price.

!
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31 December 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at the fair value of the consideration
received less directly attributable fransaction costs.

After initial recognition, interest-bearing loans and borrowings are subsequently measured
at amorfised cost using the effective interest method.

Gain and losses are recognised in net profit or loss when the liabilities are derecognised as
well as through the amortisation process.

Derecognition of financial liabilities (applicable to the year ended 31 December 2005)

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified,
such an exchange or modification is freated as a derecognition of the original liability and
a recognition of a new liability, and the difference between the respective carrying
amounts is recognised in profit or loss.

Derivative financial instruments and hedging (applicable to the year ended 31 December
2005)

The Group uses derivative financial instruments such as forward currency contracts and
interest rate swaps to hedge ifs risk associated with foreign currency and interest rate
fluctuations. Such derivative financial instruments are initiclly recognised at fair value on
the date on which a derivative contract is entered into and are subsequently remeasured
at fair value. Derivatives are carried as assets when the fair value is positive and as liabilities
when the fair value is negative.

Any gains or losses arising from changes in fair value on derivatives that do not qualify for
hedge accounting are taken directly to net profit or loss for the year.

The fair value of forward currency contracts is calculated by reference to current forward
exchange rates for contracts with similar maturity profiles. The fair value of interest rate
swap contracts is determined by reference to market values for similar instruments,
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NOTES TO FINANCIAL STATEMENTS

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on
the first-in, first-out and weighted average basis and, in the case of work in progress and
finished goods comprises direct materials direct labour and an appropriate proportion of
cverheads. Net redlisable value is based on estimated selling prices less any estimated
costs to be incurred o completion and disposat.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash equivalents
comprise cash on hand and demand deposits, and short ferm highly liquid investments
which are readily convertible info known amounts of cash and which are subject to an
insignificant risk of changes in value, and have a short maturity of generally within three
months when acguired, less bank cverdrafts which are repayable on demand and form an
integral part of the Group's cash management.

For the purpose of the balance sheet, cash and cash equivalents comprise cash on hand
and at banks, including term deposits, and assets similar in nature to cash, which are not
rastricted as to use.

Frovisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a
rasult of a past event and it is probable that a future outflow of resources will be required
10 settle the obligation, provided that a reliable estimate can be made of the amount of
the obligation.

When the effect of discounting is material, the amount recognised for a provision is the
present value at the balance sheet date of the future expendifures expected to be
rsquired to settle the obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in the income statement.

Income tax

Income tax comprises current and deferred tax. Income tax is recognised in the income
statement, or in equity if it relates to items that are recognised in the same or a different
period directly in equity.

Current tax assets and liabllities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities.

Deferred tax is provided, using the liability method, on all temporary differences at the
balance sheet date between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income tax (continued)
Deferred tax liabilities are recognised for all taxable temporary differences, except:

. where the deferred tax liability arises from goodwill or the initial recognition of an
asset or liability in a transaction that is not a business combination and, at the fime of
the fransaction, affects nelther the accounting profit nor faxable profit or loss; and

. in respect of taxable temporary differences associated with interest in subsidiaries,
associates and joint ventures, where the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will
not reverse in the foreseeable future,

Deferred tax assets are recognised for all deductible temporary differences, carryforward
of unused tax credits and unused tax losses, to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences, and the
carryforward of unused tax credifs and unused fax losses can be utilised except:

. where the deferred tax asset relating to the deductible temporary differences arises
from the initial recogniticn of an asset or liability in @ fransaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit
nor taxable profit or loss; and

. in respect of deductible temporary differences associated with interest in
subsidiaries, associates and joint ventures, deferred tax assets are only recognised to
the extent that it is probable that the tfemporary differences will reverse in the
foreseeable future and taxable profit will be available against which the temporary
differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilised. Conversely, previously
unrecognised deferred tax assets are reassessed at each balance sheet date and are
recognised to the extent that it is probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be utilised.

g
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Ihcome tax (continued)

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply
to the period when the asset is realised or the liability Is seffled, based on fax rates (and fax
laws) that have been enacted or substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists
to set off current tax assefs against current tax liabilities and the deferred taxes relate to
t1e same taxable entity and the same taxation authority.

kKevenue recognition

Revenue is recognised when if is probable that the economic benefits will flow to the
Group and when the revenue can be measured reliably, on the following bases:

(@

)

()

()

(e)

)

income from the sale of goods, when the significant risks and rewards of ownership
have been transferred to the buyer, provided that the Group maintains neither
managerial involvement to the degree usually associated with ownership, nor
effective control over the goods sold;

commission income, when the services have been rendered;

income from the temporary transfer of permanent quota, upon execution of a legally
binding, unconditional and irrevocable fransfer to a third party;

interest income, on an accrual basis using the effective interest method by applying
the rate that discounts the estimated future cash receipfs through the expected life
of the financial instrument to the net carrying amount of the financial assets;

rental income, on a time proportion basis over the lease terms; and

dividend income, when the shareholders’ right to receive payment has been
established.

el
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NOTES TO FINANCIAL STATEMENTS

31 December 2005
2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employee benefits

Share-based payment transactions (applicable to options granted to employees on or
before 7 November 2002)

The Company operates a share option scheme for the purpose of providing incentives and
rewards to eligible participants who contribute to the success of the Group’s operation,
Employees (including directors) of the Group receive remuneration in the form of share-
based payment transactions, whereby employees render services as consideration for
equity instruments ("equity-settled transactions”).

The Group has adopted the fransitional provisions of HKFRS 2 under which the new
measurement policies have not been applied to option granted to employees on or
before 7 November 2002.

The financial impact of share options granted to employees on or before 7 November 2002
under the share incentive plan is not recorded in the Company’s or the Group’s balance
sheet until such time cs the options are exercised, and no charge is recorded in the
income statement or the balance sheet for their cost. Upon the exercise of the share
options, the resulting shares issued are recorded by the Company as additional share
capital at the nominal value of the shares, and the excess of the exercise price per share
over the nomincl value of the shares is recorded by the Company in the share premium
account. Options which are cancelled prior to their exercise date, or which lapse, are
deleted from the register of outstanding options.

Retirement benefits schemes

The Group operates a defined contribution Mandatory Provident Fund retirement benefits
scheme (the "MPF Scheme™) under the Mandatory Provident Fund Schemes Ordinance, for
all of its employees. Contributions are made based on a percentage of the employees’
basic salaries and are charged to the income statement as they become payable in
accordance with the rules of the MPF Scheme. The assetfs of the MPF Scheme are held
separately from those of the Group in an independently administered fund. The Group's
employer contributions vest fully with the employees when confributed into the MPF
Scheme, except for the Group’s employer voluntary contributions, which are refunded to
the Group when the employee leaves employment prior to the contributions vesting fully, in
accordance with the rules of the MPF Scheme,
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31 December 2005
2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employee benefits (confinued)
Retirement benefits schemes (continued)

Frior to the MPF Scheme becoming effective, the Group operated two defined contribution
retirement benefits schemes for its employees, the assets of which are held separately from
those of the Group In independently administered funds. Under one of the schemes,
contributions payable by the employers and employees were suspended in January 1994,
but the administrator continues to manage and invest the assets of the scheme and to
make payments to employees in accordance with the rules of the scheme, Under the other
scheme, confributions are made based on a percentage of the eligible employees’
salaries and are charged to the income statement as they become payable in
accordance with the rules of the scheme. When an employee leaves the scheme prior to
Fis/her interest in the Group employer contribution vesting fully, the ongoing contributions
payable by the Group may be reduced the relevant amount of forfeited contribution. This
scheme is still operating affer 1 December 2000.

The employees of the Group’s subsidiaries which operate in Mainland China are required
to participate in a central pension scheme operated by the local municipal government,
These subsidiaries are required to confribute a certain percentage of their payroll costs to
the central pension scheme., The contributions are charged to the income statement as
they become payable in accordance with rules of the central pension scheme.

Employment Ordinance long service payments

Certain of the Group’s employees have completed the reqguired number of years of
service 1o the Group in order to be eligible for iong service payments under the Hong Kong
Employment Ordinance in the event of the termination of their employment. The Group is
llable to make such payments in the event that such a fermination of employment meets
the circumstances specified in the Hong Kong Employment Ordinance.

A provision is recognised in respect of the probable future long service payments
expected to be made. The provision is based on the best estimate of the probable future
payments which have been earned by the employees from their service 1o the Group to
the balance sheet date.




NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Dividends

Final and special dividends proposed by the directors are classified as a separate
allocation of retained profits within the equity section of the balance sheet, until they have
been approved by the shareholders in a general meeting. When these dividends have
been approved by the shareholders and declared, they are recognised as a liability.

Interim dividends are simultaneously proposed and declared, beccuse the Company’s
bye-laws grant the directors the authority to declare interim dividends. Consequently,
inferim dividends are recognised immediately as a liability when they are proposed and
declared.

Foreign currencies

These financial statements are presented in Hong Kong dollars, which is the Company’s
functional and presentation currency. Each enfity in the Group determines its own
functional currency and items included in the financial stafements of each entity are
measured using that functional currency. Foreign currency fransactions are initially
recorded using the functional currency rates ruling at the date of the fransactions.
Monetary assets and liabilities dencminated in foreign currencies are refranslated at the
functional currency rates of exchange ruling at the balance sheet date. All differences are
faken to profit or loss with the exception of difference on foreign currency borrowings that
provide o hedge against a net investment in a foreign enftity. These are taken directly to
equity untii the disposal of the net investment, af which time they are recognised in profit
or loss. Tax charges and credits aftributable fo exchange differences on those borrowings
are also dealt with in equity. Non-monetary items that are measured in terms of historical
cost in a foreign currency are franslated using the exchange rates at the dates of the initial
transactions. Non-monetary items measured at fair value in a foreign currency are
franslated using the exchange rates at the date when the fair value was determined.

The functional currencies of certain overseas subsidiaries jointly-controlied entities and
associates are currencies other than the Hong Kong dollar. As at the balance sheet date,
the assets and liabilities of these entities are translated into the presentation currency of
the Company at exchange rates ruling at the balance sheet date and, their income
statements are franslated into Hong Kong doliars at the weighted average exchange rates
for the year. The resulting exchange differences are included in the exchange fluctuation
reserve. On disposal of a foreign entity, the deferred cumulative amount recognised in
equity relating to that particular foreign operation is recognised in the income statement.

©
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31 December 2005

2.5.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Foreign currencies (confinued)

For the purpose of the consolidated cash flow statement, the cash flows of overseas
sJbsidiaries are franslated into Hong Kong dollars af the exchange rates ruling af the dates
of the cash flows. Freguently recurring cash flows of overseas subsidiaries which arise
faroughout the year are franslated into Hong Kong dollars at the weighted average
exchange rates for the year.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
Judgements

In the process of applying the Group’s accounting policies, management has made the
following judgements, apart from those involving estimations, which have the most
significant effect on the amounts recognised in the financial statements:

Operating lease commitments-Group as lessor

The Group has entered into commercial property leases on its investment property
portfolio. The Group has determined that it retains all the significant risks and rewards of
ownership of these properties which are leased out on operating leases.

Classificotion between investment properties and owner-occupied properties

The Group determines whefher a property qualifies as an investment property, and has
developed criteria in making that judgement. Investment property is a property held fo
earn rentals or for capital appreciation or both. Therefore, the Group considers whether a
property generates cash flows largely independenily of the other assefs held by the Group.

Some properties comprise a poriion that is held to earn rentals or for capital appreciation
and another portion that is held for use in the production or supply of goods or services or
for administrative purposes. If these portions could be sold separately (or leased ouf
separately under ¢ finance lease), the Group accounts for the portions separately. If the
portions could not be sold separately, the property is an investment property only if an
insignificant portion is held for use in the production or supply of goods or services or for
administrative purposes.

<udgement is made on an individual property basis fo determine whether ancillary services
are so significant that a property does not qualify as investment property.




NOTES TO FINANCIAL STATEMENTS

31 December 2005

3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONTINUED)
Estimation uncertainty

The key assumptions concerning the future and otfher key sources of estimation uncertainty
at the balance sheet date, that have a significant risk of causing a material adjustment 1o
the carrying amounts of assets and liabilities within the next financial year, are discussed
below.

Estimation of realisability of deferred tax assefs

The Group reviews the carrying amount of deferred tax assets at each balance sheet date
and estimate whether sufficient taxable profit will be available to allow all or part of the
deferred tax assets to be utilised. The estimation requires the Group to make an estimate of
the expected future taxable profit from the related taxable entities. The carrying amount
of deferred tax assets at 31 December 2005 was HKS$14,525,000 (2004: HKS11,887,000). More
details are given in note 30.

4, SEGMENT INFORMATION

Segment information is presented by way of two segment formats: (i) on o primary segment
reporting basis, by business segment; and (i) on a secondary segment reporting basis, by
geographical segment.

The Group’s operating businesses are structured and managed separately, according to
the nature of their operations and the products and services they provide. Each of the
Group’s business segments represents a strategic business unit that offers products and
services which are subject to risks and returns that are different from those of the other
business segments. Summary details of the business segments are as follows:

(o) retail operations segment engages in the retailing of casual wear;
(b) export operations segment manufactures and exports apparel; and

(c) the “others” segment comprises, principally, the trading of fabric and other
businesses.

In determining the Group’s geographical segments, revenues are atftributed to the
segments based on the location of the cusfomers, and assets are atfributed to the
segments based on the location of the assets.
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31 December 2005

SEGMENT INFORMATION (CONTINUED)

There were no inter-segment sales and transfers during the year (2004 Nil).

(cn)

Business segments

The following ftables present revenue, profit and certain asset, liability and
expendifture information for the Group's business segments, for the years ended 31
December 2005 and 2004

Group

Segment revenue:
Scles to exfernal customers
Other income and gains

Total
Segment resulfs

Inferest income and
unallocated revenue
Unallocated expenses
Finance costs
Share of profits and
losses of:
Jointly-controlied entities
Associates

Profit before tax
Tax

Profit for the year

Retail Export

operations operations Others Consolidated
2008 2004 2005 2004 2005 2004 2005 2004
HK$'000 HKs 000 HK$'000 HK$°000 HK$'000 HK$ 000 HK$'000 HK$'000
(Restated)
2492489 2277659 L148110 1144528 161,799 161564 3,802,398 3,583,751
30,636 33,785 46,189 51,383 9,104 14170 85,929 99,338
2523125 2311444 1194299 1795911 170,903 175734 3,888,327 3,683,089
221,730 218,945 86,264 100,501 6,657 33,503 314,651 352,949
46,203 16,661
(25,501) {20,555
{9,481) (7.94)
- - (338) 709 769 1,085 431 1,794
- (1219 44,628 32,188 - - 44,628 20,034
370931 362,939
(79,446) (90,19}
291,485 272,743
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31 December 2005

SEGMENT INFORMATION (CONTINUED)

(o)

Business segments (continued)

Group

Assets and liabilities:

Segment assets

Interests in jointly-controlled entities
Interests in ossociates

Unaliocated assets

Total assets

Segment liabilities
Undllocated liabilities

Total liabilities

Other segment information:

Depreciation, recognition
and cmortisation

Net impairment/(reversal of
impairment) losses recognised
in the income statement

Net deficit/(surplus)
on revaluation recognised in
the income sfatement

Change in falr value of
investment proparty

Other non-cash expenses/{income)

Capital expenditure

Net surplus on revaluation
recognised directly in equity

Retail Export

operations operations Others Consolidated
2005 2004 2005 2004 2005 2004 2005 2004
HK$'000 HKS§ 000 HK$'000 HKS'000 HK$'000 HKS$ 000 HK$ 000 HKS 000
(Restated)
117,082 678,041 782,249 670919 182,204 194066 1,681,485 1,543,026
- - 3,745 11173 18,116 17,163 21,861 28,336
84,292 44,029 129,521 113,862 - - 213,813 157,91
1494778 1,299,518
34119357 3028791
531,014 455,258 433,402 374,862 124,095 213461 1088511 1,043,571
510,598 365,853
1,599,100 1,409,424
66,033 55,334 47,875 51,604 10,366 7,195 124214 14133
416 - (521) 1,094 - - (105) 1,094
- - n 1,135 (285) 1,550 (213) 2,685
- - - - (600) (250) (600) (250)
39,325 5,593 12,004 (18.891) (8,683) 3,326 42,646 9973
114,970 84,430 31475 26,386 128,517 13,624 280,962 124,440
- - (917) (2.978) (4,043) (46) {4,960) (3,024)
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

4,  SEGMENT INFORMATION (CONTINUED)

(k)

Geographical segments

The following tables present revenue, certain asset and expenditure information for
the Group’s geographical segments for the year ended 31 December 2005 and

2004,
Group
United States Australio
Mainland of America and New Con-
China  Hong Kong (“USA™) Zecland Canada Others  solidated
2005 2005 2005 2005 2005 2005 2005
HK$ 000 HK$000 HK$*000 HK$°000 HK$'000 HK$'000 HK$'000
Segment revenue:
Sales to external
customers 1,781,836 118,004 934,090 785,207 80,793 102,468 3,802,398
Other segment information;
Segment assets 992,000 84,262 226,363 179,038 11,472 188,330 1,681,485
Capital expenditure 213,183 2,821 - 44,670 - 20,288 280,962
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

4. SEGMENT INFORMATION (CONTINUED)

(b) Geographical segments (continued)

Group

Segment revenue:

Sales to external customers

Other segment information:

Segment assets

Capital expenditure

United States Austratia
Mainland of America and New Con-
China  Hong Kong ("USA") Zealand Canada Others  solidated
2004 2004 2004 2004 2004 2004 2004
HK$'000 HKS°000 HKS"000 HK$'000 HKS'000 HK5°000 HK$'000
(Restateq)
1,510,634 135,643 953,691 806,926 83,646 93,211 3,583,751
972,631 55,099 127,862 205,069 9,829 172,536 1,643,026
80,755 1,854 - 38,759 - 3,072 124,440

[o9)]
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ANNUAL R
NCTES TO FINANCIAL STATEMENTS
REVENUE, OTHER INCOME AND GAINS

Revenue, which is also the Group's turnover, represents the net invoiced value of goods
sold, after allowances for returns and trade discounts, but excludes infra-group
fransactions, and revenue from the temporary fransfer of permanent quota.

An analysis of revenue, other income and gains is as follows:

Group
2005 2004
HK$°000 HKS 000
Revenue
Retailing of casual wear 2,492,489 2,277.659
Export of apparel 1,148,110 1,144,528
Trading of fabric and other businesses 161,799 161,564
3,802,398 3,683,751
Other income
Bank interest income 30,294 14,451
Services and sub-confracting fee income 19,524 32,961
Cther sales income 1,402 4,406
Commission and management fee income 5,886 14,165
Decoration and renovation income 5,353 1,828
Cross rental income 204 204
Cthers 34,163 27,522
96,826 95,537
Gains
Foreign exchange differences, net 10,573 17,508
Fair value gains, net:
Equity investments at fair value
through profit or loss 13,853 -
Derivative instruments - fransactions
nct qualifying as hedges 8,370 -
Cthers 2,510 2,954
35,306 20,462
132,132 115,999
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NOTES TO FINANCIAL STATEMENTS

31 December 2005
PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/(crediting):

Group

2005 2004

Notes HK$’000 HK$ 000

(Restated)

Cost of inventories sold* 2,176,579 2,032,440

Depreciation 14 123,865 111,639

Recognition of prepaid land lease payments 16 409 409

Amortisation of permanent quota*™™ - 2,085
Minimum lease payments under operating leases:

Land and buildings 403,021 321,830

Plant and machinery 198 592

403,219 322,422

Auditors’ remuneration 6,312 4,886
Employee benefits expenses
(including directors’ remuneration, note 8).

Wages and salaries 657,877 624,933
Pension scheme contributions 16,652 16,443
Less; Forfeited conftributions (112) (399)
Net pension scheme contributions*** 16,540 16,044

674,417 640,977

Impairment/(reversal of impairment) of items of

property, plant and equipment 14 (105) 1,094
Loss on disposal/write-off of items of property,

plant and equipment 25,204 7.113
Net revaluation deficit/(surplus) on buildings 14 (213) 2,685
Change in fair value of an investment property 15 (600) (250)
Gain on disposal of permanent quota - 42)
Loss on disposal of an associate - 714
Write-down/(write-back) of inventories to

net realisable value* 16,368 (17,758)
Impairment of inferest in associates# 11,106 -
Gross rental income from an investment property (204) (204)

Direct operating expenses (including repairs and
maintenance) arising on rental-earning of
an investment property 10 9

©o




=1 ORIOUS SUN ENTERPRISES LIMITED
GLORIOUS SUN ENTERPRISES LIMITED
ANNUAL REPERT 2009

NCTES TO FINANCIAL STATEMENTS

31 December 2005

6. PROFIT BEFORE TAX (CONTINUED)

* 3

The cost of inventories sold and the cost of sales include the write-down of inventories to net
realisable value of HKS$16,368,000 (2004: write-back of inventories to net realisable value of
HKS17,758,000).

In prior year, the amortisation of permanent quota was included in “Cost of sales” on the face
of the consolidated income statement.

As at 3] December 2005, the Group had no forfeited contributions available to reduce ifs
contributions to the pension schemes in future years (2004 Nil).

The impairment of interests in associates are included in "Other operating expenses” on the
face of the consolidated income statement,

7. FINANCE COSTS

Group
2005 2004
HK$'000 HKS'000
Irterest on bank loans and overdrafts
wholly repayable within five years 9,307 7,819
Interest on finance leases 174 125
9,481 7,944

o
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

DIRECTORS’ REMUNERATION

Directors’ remuneration for the year, disclosed pursuant to the Listing Rules and Section 161

of the Companies Ordinance, is as follows:

Group

2005

HK$’000

Fees 400
Other emoluments for executive directors:

Salaries, allowances and benefits in kind 6,729

Discretionary bonuses 11,295

Pension scheme contributions 271

18,295

18,695

(a) Independent non-executive directors

2004
HK$ 000

250

6,246
7,412
261

13,919

14,169

The fees paid and payable to independent non-executive directors during the year

were as follows:

2005
HK$°000

Mr. Wong Man Kong, Peter, BBS, JP 100
Mr. Lau Hon Chuen, Ambrose, GBS, JP 100
Mr. Chung Shui Ming, Timpson, GBS, JP 100

300

2004
HK$000

100
100
25

225

There were no other emcluments payable fo the independent non-executive

directors during the year (2004: Nib).
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GLORIOUS SUN ENTERPRISES LMITED
NCTES TO FINANCIAL STATEMENTS
31 Deé:ember 2005 -
8. DIRECTORS’ REMUNERATION (CONTINUED)
(b) Executive directors and a non-executive director
Salaries, Pension
allowances and Discrefionary scheme Total
Fees  benefits in kind bonuses contributions remuneration
HKS 000 HK$000 HKS"000 HKS'000 HKS'000
2005
Executive directors:
Dr, Charles Yeung, 385, JP - 60 3,290 S 3,353
Mr. Yeung Chun Fan - 1731 3,544 4 5,321
Mr. Yeung Chun Ho - 1,051 294 5 1,398
Mr, Pau Sze Kes, Jackson - 1,694 2,785 7 4,651
Mr. Hui Chung Shing, Herman, JP - 1,200 455 60 1715
Ms. Cheung Wai Yee - 660 927 3 1,620
Mr. Chan Wing Kan, Archie - 338 - 4 387
Mr. Teo Heng Kee, Peter - - - - -
- 6,729 11,295 271 18,295
Non-gxecufive director.
Dr. Lam Lee G. 100 - - - 100
100 6,729 11,206 27 18,395
2004
Executive directors:
Dr. Charles Yeung, 385, JP - 60 10 3 73
Mr. Yeung Chun Fon - 1.716 339 44 5182
Mr. Yeung Chun Ho - 1.021 260 51 1,332
Mr, Pau Sze Kee, Jackson - 1,631 2,495 70 4,19
Mr. Hul Chung Shing, Herman, JP - 1,200 447 60 1,707
Ms. Cheung Wal Yee - 618 810 3 1,459
- 6,246 7412 2601 13,919
Non-executive director.
Dr.lom lee G 25 - - - %
25 ) 6,246 7412 261 13,944

There was no arrangement under which a director waived or agreed to waive any
remunerafion during the year.

)
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

9. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included two (2004: two) directors, details
of whose remuneration are set ouf in nofe 8 above. Details of the remuneration of the
remaining three (2004: three) non-director, highest paid employees for the year are as

follows:
Group

2005 2004
HK$'000 HKS 000
Salaries, allowances and benefits in kind 5,531 5,003
Discretionary bonuses 2,503 3,239
Pension scheme contributions 522 132
15,556 8,374

The number of non-director, highest paid employees whose remuneration fell within the
following bands is as set out below:

Number of employees
2005 2004

HK$2,000,001-HK$2,500,000 - ]
HK$2,500,001-HK$3,000,000 - 1
HK$3,000,001-HK$3,500,000 -
HK$3,500,001-HK$4,000,000 ]
HK$4,500,001-HK$5,000,000 1 -
HK$7,000,001-HKS7,500,000 1

O
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NCTES TO FINANCIAL STATEMENTS

31 December 2005

10. TAX

Hong Kong profits tax has been provided at the rate of 17.5% (2004: 17.5%) on the
estimated assessable profits arising in Hong Kong during the year. Taxes on profits
assessable elsewhere have been calculated at the rates of tax prevailing in the countries
in which the Group operates, based on existing legislation, interpretations and practices in
respect thereof,

2005 2004
HK$’000 HK$'000
(Restated)
Group:

Current - Hong Kong
Charge for the year 21,131 23,568
Under/(Over) provision in prior years 1,690 (237)
Current - Elsewhere 60,729 79.445
Deferred (note 30) (4,104) (12,580)

Total tax charge for the year 79,446 90,196



10.

NOTES TO FINANCIAL STATEMENTS

31 December 2005

TAX (CONTINUED)

A reconciliation of the tax expense applicable to profit before tax, using the statutory rate
for the country in which the Company and the majority of its subsidiaries, jointly-controlled
entifies and associates are domiciled 1o the tax expense at the Group’s effective tax rate
and a reconciliction of the applicable rate (i.e., the statutory tax rate) to the effective tax
rate is as follows:

Group
2005 2004
HK$’000 % HKS 000 %

Profit before tax M M '
Tax at the statutory tax rate 64,912 17.5 63,514 175
Higher tax rates of other countries 41,433 11.1 46,241 12.8
Adjustments in respect of current tax of

previous periods 1,690 0.4 (237) (0.1
Profit and losses atfributable 1o

jointly-controlied entities and associates (7,885) (2.1) (2.889) 0.8
Income not subject to tax (20,507) (5.5) (9.164) 2.5
Expenses not deductible for tax 3,192 0.9 4,935 1.4
Tax losses utilised from previous periods (3,686) (1.0) (16,698) (4.6)
Tax losses not recognised 5,378 1.4 5,419 1.5
Other (5,081) (1.3) (925) 0.3
Tax charge at the Group's effective rate 79,446 21.4 90,196 24,9

Under the People’s Republic of China (the "PRC”) income tax law, companies with
operations in the PRC are subject to corporate income tax ("CIT") at a rate of 33% on the
taxable income,

Sino-foreign equity joint ventures are subject fo the State CIT rate of 30% and the local CIT
rate at 3%. They are entitled fo full exemption from such tax for the first two/three years and
50% reduction in the next three/four years, commencing from the first profitable year.

The tax rate applicable to subsidiaries established and operating in Australia is 30%.
Provision for Australian income tax has been made on the estimated assessable profits
arising in Australia for the year.

The share of tax attributable to jointly-controlled entities and associates amounting o
HK$519,000 (2004: HK$963,000) and HKS$15,051,000 (2004; HKS16,806.000), respectively, is
included in “Share of profits and losses of associates and jointly - controlled entities” on the
face of the consolidated income statement,

)
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

11.  PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY

Tre profit attributable to equity holders of the Company for the year ended 31 December
20005 dealt with in the financial statements of the Company was HK$15,723,000 (2004:
HK$184,641,000) (note 33).

12. DIVIDENDS

2005 2004
HK$°000 HKS 000
Interim - HK2.90 cents (2004: HK2.70 cents)
per ordinary share (note 33) 30,432 27,016
Underaccrual of 2004 final dividends (note 33) 265 -
30,697 27,016
Proposed final - HK10.90 cents (2004: HK10.50 cents)
per ordinary share (note 33) 114,382 105,061
Proposed special - HK10.00 cents (2004: Nif)
per ordinary share (note 33) 104,938 -
219,320 105,061
250,017 132,077

The proposed final and special dividends for the year are subject to the approval of the
Company’s shareholders at the forthcoming annual general meeting.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

13. EARNINGS PER SHARE ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY

The calculation of basic earnings per share amounts is based on the net profit for the year
aftributable fo equity holders of the Company, and the weighted average number of
ordinary shares in issue during the year.

The calculation of diluted earnings per share amounts is based on the net profit for the
year attributable to equity holders of the Company. The weighted average number of
ordinary shares used in the calculation is the ordinary shares in issue during the year, as
used in the basic earnings per share calculation and the weighted cverage number of
ordinary shares assumed o have been issued at no consideration on the deemed exercise
or conversion of all the dilutive potential ordinary shares info ordinary shares.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

13. EARNINGS PER SHARE ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY
(CONTINUED)

Tke calculations of basic and diluted earning per share are based on:

2005 2004
HK$°000 HK$'000
(Restated)
Earnings
Net profit attributable to equity holders of
the Company, used in the basic and diluted earnings
per share calculations 242,809 219,193

Number of shares

2005 2004
‘000 ‘000
Shares
Weighted average number of ordinary shares in issue during
the year used in basic earnings per share calculation 1,020,029 1,000,584
Effect of dilution - Weighted average number
of ordinary shares:
Share options 19,660 14,550

1,039,689 1,015,134

O
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

14. PROPERTY, PLANT AND EQUIPMENT

Group
Furniture,
Leasehold fixtures
improve- Plantand  and office Motor Construction
Buildings menls machinery  equipment vehicles in progress Total
HKS°000 HK$°000 HK$'000 HK$000 HK$'000 HK$000 HK$'000
(Restated) (Restated)
31 December 2005
At 31 December 2004 and
at 1 January 2005
Cost or valuation 101,261 237.52 431,835 286,802 46,381 5,346 1,109,146
Accumulated depreciation
and Impairment - (142,780) (250,615) (187,525) (30,870 - (611,790}
Net carrying amount 101,261 94,74 181,220 99,277 15,511 5,346 497,356
A1 January 2008, net of
accumulated depreciation
and impairment 101,261 94,741 181,220 99,277 15,511 5,346 497,356
Additions 68,685 69,349 25,091 53,045 4,42 60,967 281,558
Disposals/write-off 391 (21,808) (1.216) (3,069 (1.069) - (27.55%)
Surplus on revatuation 6,101 - - - - - 6,101
Depreciation provided
during the year (4,005 (34.314) (43,33%) (37,900 (4.313) - (123,865)
Reversal of impairment/(impairment) - 162 31 29) (59) - 105
Exchange realignment (4,504) (436) (2,663) (3.558) (378) - (11,539
At 31 December 2005, net
of accumulated
depreciation and
impairment 167,147 107,694 159,130 107,766 14,113 66,313 622,163
At 31 December 2005;
Cost or valuation 167,147 259,455 444,498 295,904 47,450 66,313 1,280,767
Accumulated depreciation
and impairment - (161,761 (285,368) (188,138) (33,337 - (658,604)
Net carrying amount 167,147 107,694 159,130 107,766 14,113 66,313 622,163

Analysis of cost or valuation:
Af cost - 259,455 444,498 205,904 47,450 66,313 1,113,620
At valuation 167,147 - - - - - 167,147

167,147 259,455 444,498 295,904 47,460 66,313 1.280.767




31 December 2005

14.

NCTES TO FINANCIAL STATEMENTS

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Group

31 December 2004

At 31 December 2003 and
at 1 January 2004
Cost or valuation
Accumulated depreciation
and impairment

Net carrying amount

At 1 January 2004, net of
accumulated depreciation
and impairment

Acditions

Disposals/write off

Trensfers

Surplus on revaluation

Depreciation provided
during the year

Reversal of impairment/(impairment)

Exchange realignment

At 31 December 2004, net
of accumulated
depreciation and
impairment

At 31 December 2004:
Cost or valuation
Accumulated depreciation
and impairment

et carrying amount

Analysis of cost or valuction:
At cost
At valuation

Furniture,
Leasehold fixtures
improve-  Plantand  and office Motor Construction

Buildings ments  machinery  equipment vehicles in progress Toial
HK$°000 HKS'000 HKS 000 HKS 000 HK$"000 HK$°000 HKS"000
(Restated) (Restated)
105,297 252,388 415,880 262,119 45,768 108 1,081,560
(5,330) (165,433) (218,302) (169,468) (30,895) - (689.428)
99,967 86,955 197,578 92,651 14,873 108 492,132
99,967 86,955 197,578 92,651 14,873 108 492,132
94 40,083 31,244 39,029 5,632 7.865 123917
(1.346) (1.867) (2.682) (3,352 (586) - (9.833)
2,142 485 - - - (2.627) -
2,063 - - - - - 2,063
(3.682) (30,984) (41,093) (31,004 (4,786) - (111,639
2,027 100 (3,922) 445 256 - (1.094)
@ M 95 1,598 122 - 1,810
101,261 94,741 181,220 99,277 15,511 5,346 497,356
101,261 237,521 431,835 286,802 46,381 5,346 1,109,146
- (142,780) (250,615) (187,625) (30.870) - (611,790)
101,261 94,741 181,220 95,277 15,511 5,346 497,356
- 237,52 431,835 286,802 46,381 5,346 1,007,885
101,261 - - - - - 101,261
101,261 237,521 431,835 286,802 46,381 5,346 1,109,146




14.

NOTES TO FINANCIAL STATEMENTS

31 December 2005

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

The net book value of the Group’s fixed assets held under finance leases at 31 December
2005, amounted to HK$2,771,000 (2004: HKS$3,250,000).

The Group’s buildings were revalued individually at balance sheet date by DTZ Debenham
Tie Leung Limited, S.F. Ahmed & Co and PT Saptasentra Jasa Pradana, independent
professionally gqualified valuers, at an aggregate open market value of HKS$167,147,000
based on their existing use. Net revaluation surplus of HK$213,000 and revaluation surplus,
net of minority interests of HKS4,960,000 resulting from the above valuations, have been
credited fo the income statement and asset revaluation reserve, respectively.

Had these buildings been carried at hisforical cost less accumulated depreciation and
impairment losses, their carrying amounts would have been approximately HKS$144,144,000.

The Group's buildings at valuation included above are held under the following lease
terms:

Hong Kong Eisewhere Total

HK$'000 HK$°000 HKS 000

Freehold - 8,465 8,465
Long term leases - 77,732 77,732
Medium term leases 3.000 77,950 80,950
3.000 164,147 167,147

At 31 December 2005, certain of the Group’s buildings with a net book value of
HK$52,885,000 (2004; HKS2,400,000) and plant and machinery with a net book value of
HK$4,722,000 (2004: HKS$8,034,000), were pledged to secure banking facilities granted fo
the Group (note 27).




NCTES TO FINANCIAL STATEMENTS

31 December 2005

15. INVESTMENT PROPERTY

Group
2005 2004
HK$’000 HK$°000
Carrying amount af 1 January 1,900 1,650
Nzt profit from a fair value adjustment 600 250
Carrying amount af 31 December 2,500 1,900

The Group's investment property is situated in Hong Kong and is held under a medium term
legse.

The Group'’s investment property was revalued on 31 December 2005 by DTZ Debenham Tie
Leung Limited, independent professionally qualified valuers, af HK$2,500,000 on an open
market, existing use basis. The investment property is leased to third parties under operating
jeases, further summary details of which are included in note 36(a) to the financial
statements, The particulars of the Group’s investment property are as follows:

Percentage of

attributable
interest of
Location Use Tenure the Group
Workshop Nos.1,2,3 and 5 Industrial Medium 60
10th Floor, International Trade Centre term
N2. 11 Sha Tsui Road lease
Tsuen Wan

Nzw Territories, Hong Kong

L.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

16. PREPAID LAND LEASE PAYMENTS

17.

Group
2005 2004
HK$°000 HK$ 000
(Restated)
Carrying amount at 1 January

As previously reported - -
Effect of adopting HKAS 17 (note 2.2(a)) 18,027 18,437
As restated 18,027 18,437
Recognised during the year (409) (409)
Exchange realignment - M
Carrying amount at 31 December 17,618 18.027

Current portion included in prepayments, deposits
and other receivables (409) (409)

Non-current portion 17,209 17,618

The leasehold land is held under a medium lease and is situated in Mainland China.

INTEREST IN A SUBSIDIARY

Company
2005 2004
HK$'000 HKS’000
Unlisted shares, af cost 377,717 377,717
Due from a subsidiary 316,419 438,182
694,136 815,899
Impairment (45,000) (45,000)

649,136 770,899

The amount due from a subsidiary is unsecured, interest-free and has no fixed terms of
repayment, The carrying amount of this amount due from a subsidiary approximate to its
fair vaiue,

Particulars of the principal subsidiaries are set out in note 40 o the financial statements.
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NCTES TO FINANCIAL STATEMENTS

31 December 2005

18. INTERESTS IN JOINTLY-CONTROLLED ENTITIES

Group
2005 2004
HK$°'000 HK$'000
Share of net assefs 45,005 46,865
Due from jointly-controlled entifies 1,804 308
Due fo jointly-controlled entities (16,806) (10,695)
30,003 36,478
Impairment (8,142) (8,142)
21,861 28,336

The balances with jointly-confrolied entities are unsecured, interest-free and have no fixed
terms of repayment. The carrying amounts of the amounts due from/to jointly-controlled
entities approximate to their fair values.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

18. INTERESTS IN JOINTLY-CONTROLLED ENTITIES (CONTINUED)

Particulars of the principal jointly-controlled entities are as follows:

Percentage
Place of of equity
Business registration attributable Principal
Name structure and operations to the Group* activities
2005 2004
B REHRERAT Corporate Mainland China 30 30  Manufacturing
of apparel
M RBHKERAF Corporate  Mainland China 30 30 Manufacturing
of apparel
Nanjing Jiangda Corporate Mainland China 45 45 Monufacturing
Clothes Co., Ltd. of apparel
Mingshi Dyeing Factory  Corporate Mainland China 40 40 Provision
Co., Ltd. of dyeing
services
Hubei Xian Garment Corporate Mainland China 15.1 158.1  Manufacturing
Mfg. Co., Ltd. of apparel

All jointly-controlled entities are held indirectly through subsidiaries.

All the above jointly-confrolied entities are not audited by Ernst & Young Hong Kong or
other Ernst & Young International member firms.

*

The percentages of voting power and profit sharing are the same as the percentage of equity
attributable fo the Group.

The above table lists the jointly-controlled entities of the Group which, in the opinion of the
directors, principally affected the results for the year or formed a substantial portion of the
net assets of the Group. To give defails of other jointly-controlled entities would, in the
opinion of the directors, result in particulars of excessive length.
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NCTES TO FINANCIAL STATEMENTS

3 De( ember 2006

18. INTERESTS IN JOINTLY-CONTROLLED ENTITIES (CONTINUED)

The following table illustrates the summarised financial information of the Group’s jointly-
controlled entifies:

2005 2004
HK$’000 HK$°000

Share of the jointly-controlled entities” assets and liabilities:
Current assets 62,701 64,164
Non-current assets 24,494 26,536
Currenft liabilities (50,332) (61,977)
Net assefts 36,863 38,723

Share of the jointly-controlled entities’ results:

Turnover 174,467 222,226
Other revenue 428 328
Total revenue 174,895 222,554
Total expenses (173,945) (219,797)
Tax (519) (963)

Profit after tax 431 1,794
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

19. INTERESTS IN ASSOCIATES

Group

2005 2004

HK$°000 HK$ 000

Share of net assets 117,652 103,337
Goodwill on acguisition 8,282 8,282
Due from associates 1,470 1,170
Due to associates (7,682) (9.628)
Loan fo associates 113,479 63,032
233,201 166,193

Impairment (19,388) (8.282)

213,813 157,911

The balances with associates and leans to associates are unsecured, interest-free and
have no fixed terms of repayment. The carrying amounts of these amounts due from/to
associates and loans approximate to their fair values.
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31 December 20056
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INTERESTS IN ASSOCIATES (CONTINUED)

Particulars of the principal associates are as follows:

Nuame

Gorious Sun Fashion
Garment Mfg. Co.
(Phil.) Inc.

Rays Apparel (H.K.)
Limited

Rays Apparel, Inc.

R'G Garments
Manufacturing
(HK) Limited

G.5 - 11 Limited

Cuiksilver Glorious Sun
JV Limited

All associates are held indirectly through subsidiaries.

Business
structure

Corporate

Corporate

Corporate

Corporate

Corporate

Corporate

Place of
incorporation of
registration and

operations

Philippines

Hong Kong

USA

Hong Kong

Hong Kong

Hong Kong

Percentage
of equity
attributable
to the Group
2005 2004
49.5 495
35 35
35 35
50 50
50 50
50 50

Principal
activities

Manufacturing
of apparel

Provision of
agency services

Import and
distribution
of apparel

Manufacturing
of apparel
Investment

holding

Retail of
apparel

All the above associates are not audited by Ernst & Young Hong Kong or other Ernst &

Young International member firms,

The above table lists the associates of the Group which, in the opinion of the direcfors,
principally affected the results for the year or formed a substantial portion of the net assets
of the Group. To give details of other associates would, in the opinion of the directors, result
in parficulars of excessive length.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

19.

20.

INTERESTS IN ASSOCIATES (CONTINUED)

The Group has discontinued the recognition of its share of losses of G.S - i.t Limited and
Quiksilver Glorious Sun JV Llimited because the share of losses of these associates
exceeded the Group’s interests in these associates. The Group’s unrecognised share of
losses of these associates for the current year was HKS11,106,000.

The following table illustrates the summarised financial informaticn of the Group’s
associates extracted from their management accounts and financial statements:

Assets
Liabilities
Revenues
Profits

INVENTORIES

Raw materials
Work in progress
Finished goods

2005 2004
HK$°000 HK$’000
875,666 809,182

(640,320) (602,482)
1,184,830 1,106,277
89,256 40,038
Group

2005 2004
HK$°000 HK$'000
101,628 95,765
112,629 116,262
346,278 352,179
560,535 563,206

At 31 December 2005, the carrying amount of the Group’s inventories was pledged as
security for the Group’s bank lcans amounting fo HK$86,017,000 (2004: HKS$86,270,000), as

further detailed in note 27 to the financial statements.

©
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

IR

21. TRADE AND BILLS RECEIVABLES

Tre trade and bills receivables include frade receivables, net of provision for impairment,
of HK$233,326,000 (2004: HK$148,958,000) and bills receivable of HK$198,324,000 (2004
HK$127,919,000). The bills receivable were aged less than four months af the balance sheet
date for the year. An aged analysis of the trade receivables is as follows:

Group
2005 2004
HK$'000 HKS 000
Leiss than 4 months 219,060 136,485
4 - 6 months 13,496 9,980
Over 6 months 770 2,493
233,326 148,958

The Group allows an average credit period of 45 days to its trade customers. The Group
seeks to maintain strict control over its outstanding receivables and has a credit control
depariment to minimise the credit risk. Overdue balances are reviewed regularly by senicr
management. In view of aforementioned and the fact that the Group's trade receivables
relate to a large number of diversified customers, there is no significant concentration of
credit risk. Trade receivables are non-interest-bearing.

At 31 December 2005, the Group had discounted bills receivable of HKS83,115,000 to the
pbanks with recourse (the "Discounted Bills”). The Discounted Bills were included in the
above bills receivable because the derecognition criteria for the financial cssets were not
met. Accordingly, the advances from the relevant banks received by the Group as
consideration for the Discounted Bilis at the balance sheet date were recognised as
liabilities and included in interest-bearing bank and other borrowings (note 27).

@




Ve
W

22.

23.

NOTES TO FINANCIAL STATEMENTS

31 December 2005

DUE FROM RELATED COMPANIES

Particulars of the amounts due from related companies disclosed pursuant fo Section 161B
of the Hong Kong Companies Ordinance are as follows:

Group
Maximum

Balance at  outstanding Balance at
31 December during 1 January
Name 2005 the year 2005
HKS000 HKS 000 HK$’000
Jeanswest Corporation (New Zealand) Limited 589 14,076 14,076
G.S. Property Management Limited 197 674 583
Golden Sunshine Enterprises Limited 157 156 124
Harbour Guide Limited 29 107 107
Gloryear Management Limited 106 117 87

1,072 14,977

Al of the above companies are controlled by Dr. Charles Yeung, SBS, JB and Mr. Yeung
Chun Fan, both of whom are directors of the Company.

The amounts due from related companies are unsecured, interest-free and have no fixed

terms of repayment. The carrying amounts of these amounts due from relafed companies
approximate to their fair values.

EQUITY INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

Group
2005 2004
HK$’000 HKS*000
Hong Kong listed equity investment, at market vaiue 59,525 -

The above equity investments at 31 December 2005 were classified as held for frading.

©
&




NaiAY
N,

NOTES TO FINANCIAL STATEMENTS

24. CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

Group Company
2005 2004 2005 2004
Note HK$°000 HKS'000 HK$000 HKS'000

Cash and bank balances 497,650 523,313 315 855
Tirne deposits 790,331 750,336 692,677 596,176

1,287,981 1,273,649 692,992 597,031
Less: Pledged time deposits:
Pledged for bank overdrafts
and long ferm bank loans facilities 27 (21,784) (21,784) - -

Cash and cash equivalents 1,266,197 1,261,865 692,992 597,031

A7 the balance sheet date, the cash and bank balances of the Group denominated in
Renminbi ("RMB") amounted to HKS$347,717,000 (2004: HK$363,844,000). The RMB is not
freely convertible into ofher currencies, however, under Mainland China’s Foreign
Exchange Control Regulations and Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign exchange business.

Cash at bank earns interest at floating rates based on daily bank deposits rates. Short ferm
time deposits are made for varying periods cf between one day and three months
depending on the immediate cash requirements of the Group, and each inferest at the
respective short ferm time deposit rates. The carrying amounts of the cash and cash
equivalents and the pledged deposits approximate to their fair values.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

TRADE AND BILLS PAYABLES

The trade and bills payables include trade payables of HKS$405,466,000 (2004;
HK$306,022,000). An aged analysis of the trade payables is as follows:

Group
2005 2004
HK$°000 HKS 000
Less than 4 months 391,685 203,051
4 - 6 months 10,597 4,590
Over 6 months 3,184 8,381
405,466 306,022

The trade payables are non-interest-bearing and are normally seftled on 90-day terms.

DERIVATIVE FINANCIAL INSTRUMENTS

During the year, the Group has entered into various forward currency contracts fo manage
its exchange rate exposures which did not meet the criteria for hedge accounting.
Changes in the fair value of non-hedging currency derivatives amounting to HK$8,370,000
were credited to the income statement during the year.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

27. INTEREST-BEARING BANK AND OTHER BORROWINGS

Effective Group
interest 2005 2004
rate (%) Maturity HK$°000 HKS 000
Current
Finance lease payables (note 28) 5-13 2006 1,381 1,659
Bcink overdrafts - unsecured Prime - Prime+2.5 On demand 7,388 4,840
Bcink overdrafts - secured Prime - Prime+2.5 On demand 3,742 7.787
Bank loans - unsecured HIBOR+0.875 2006 24,212 24,675
Baink loans - secured HIBOR+0.5 2006 56,169 60,474
Advances from bank as consideration
for the Discounted Bills (notfe 21) HIBOR+0.75 2006 83,115 -
Trust receipt loans - secured HIBOR+0.75 2006 75,120 26,606
251,187 126,040
Non-current
Finance lease payables (notfe 28) 5-13 2007 - 2009 1,088 2,044
Bank loans - secured HIBOR+0.5 2007 - 2008 4916 23,017
6,004 25,061
257,191 151,101

[




NOTES TO FINANCIAL STATEMENTS

31 December 2005

27. INTEREST-BEARING BANK AND OTHER BORROWINGS (CONTINUED)

Group
2005 2004
HK$’000 HK$ 000
Analysed info:
Bank loans, trust receipt ioans and overdrafts repayable;
Wifthin one year or on demand 249,806 124,381
In the second year 4,878 11,600
In the third to fifth years, inclusive 38 11,417
254,722 147,398
Other borrowings repayable:
Within one year or on demand 1,381 1,659
In the second year 671 1,152
In the third to fifth years, inclusive 417 892
2,469 3,703
257,191 161,101
Notes:

(@

Certain of the Group's bank overdrafts, frust receipt loans and bank loans are secured by:

0] mortgages over certain of the Group’s buildings which had an aggregate net carrying
amount af the balance sheet date of HK$52,885,000 (2004: HK$2,400,000);

i) mortgages over certain of the Group’s plant and machinery which had ¢n aggregate
carrying value af the balance sheet date of HKS$4,722,000 (2004: HK$8,034,000);

(i) certain bank deposits at the balance sheet date of HKS$21,784,000 (2004: HK$21,784,000);
and

(iv)  charges over certain of the Group’s inventories with an aggregate carrying amount at
the balance sheet date of HK$86,017,000 (2004: HK$86,270,000).

(@)
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

27. INTEREST-BEARING BANK AND OTHER BORROWINGS (CONTINUED)

Notes: (continued)

i

@p)]
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() Except for a bank loan of HKS2,900,000, which is denominated in Japanese Yen, all
interest-bearing bank and other borrowings are denominated in the functional

currency of the entity to which they related.

Other interest rate information:

Group
2005

Fixed rate  Floating rate Fixed rafe

HK$’000 HK$’°000 HKS 000

Finance lecse payables 2,469 - 3,708
Bank overdrafts - unsecured - 7,388 -
Bank overdrafts - secured - 3,742 -
Bank loans - unsecured - 24,272 -
Bank loans - secured - 61,085 -

Advances from bank as

consideration for the

Discounted Bills - 83,115
Trust receipt loans - secured - 75,120

2004

Floating rate
HK$000

4,840
7,787
24,675
83,491

26,605

14
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FINANCE LEASE PAYABLES

NOTES TO FINANCIAL STATEMENTS

31 December 2005

The Group leases certain of its plant and machinery and motor vehicles for its
manufacturing process and business purposes. These leases are classified as finance leases
and have remaining lease ferms ranging from three to five years.

At 31 December 2005, the tfotal future minimum lease payments under finance leases and

their present values were as follows:

Group

Amounts payable:
Within one year
In the second vear
In the third to fifth years, inclusive

Present value

Total minimum finance
lease payments

Future finance charges

Total net finance lease payables

Portion classified as
current liabilities (note 27)

Non-current portion (note 27)

Minimum of minimum
lease payments lease payments
2005 2004 2005 2004
HK$°000 HKS ‘000 HK$'000 HKS'000
1,542 1,882 1,381 1,659
756 1,297 671 1,152
473 952 417 892
2,771 4,131 2,469 3,703
(302) (428)
2,469 3,703
(1,381) (1.659)
1,088 2,044

LONG TERM LOANS FROM MINORITY SHAREHOLDERS

The long term loans from minority shareholders are unsecured, interest-free and are
repayable beyond one year. The carrying amounts of long term loans from minority
shareholders approximate to their fair values.

&




NCTES TO FINANCIAL STATEMENTS

31 December 2005

30. DEFERRED TAX

The movements in deferred tax assets and liabilities during the year are as follows:

Deferred tax assets

Group
Losses available
for offset against
future taxable profit
2005 2004
HK$°000 HKS 000
At 1 January 2005 11,887 -
Deferred tax credited to the income statement
during the year (note 10) 3,484 11.887
Exchange differences (846) -
Gross deferred tax assets at 31 December 2005 14,525 11,887

Daferred tax liabilities

Group
Accelerated
tax depreciation
2005 2004
HK$'000 HKS 000
At 1 Jonuary 2005 1,057 1,750
Dzferred tax credited o the income statement
during the year (note 10) (620) (693)
Exchange differences (26) -
Gross deferred tax liabilities at 31 December 2005 411 1,057

Nat deferred tax assets at 31 December 2005 14,114 10,830
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

DEFERRED TAX (CONTINUED)

The Group has tax losses arising in Hong Kong that are available indefinitely for offsetfing
against future taxable profits of the companies in which the losses arose. Deferred tax
assets of HKS5,384,000 (2004: HK$10,132,000) have not been recognised in respect of these
losses as they have arisen in subsidiaries that have been loss-making for some fime.

At 31 December 2005, there was no significant unrecognised deferred tax liability (2004: Nif)
for taxes that would be payable on the unremitted earnings of certain of the Group’s
subsidiaries, jointly-controlled entities or associates as the Group has no liability o
additional tax should such amounts be remitted.

There are no income tax consequences attaching to the payment of dividends by the
Company to its shareholders.

SHARE CAPITAL

Shares
Number of
ordinary shares Company
2005 2004 2005 2004
‘000 ‘000 HK$'000 HK$°000
Authorised:
Ordinary shares of HKS0.10 each 6,000,000 6,000,000 600,000 600,000
Issued and fully paid.:
Ordinary shares of HKS0.10 each 1,049,376 1,000,584 104,938 100,068

During the year, the subscription rights attaching to 40,434,000, 5,708,000 and 2,650,000
share options were exercised at the subscription price of HK$1.800, HKS$2.564 and HKS$2.876
per share, respectively (note 32), resulting in the issue of 48,792,000 shares of HK$S0.10 each
for a total cash consideration, before expenses, of HK$95,039,000.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

31. SHARE CAPITAL (CONTINUED)

A summary of the transactions during the year with reference to the above movements in
the Company’s issued ordinary share capital is as follows:

Issued Share

Number of share premium
shares in issue capital account Total
‘000 HKS 000 HKS'000 HKS$'000

At 31 December 2004 and

at 1 January 2005 1,000,584 100,058 268,668 368,726
Share options exercised 48,792 4,880 90,159 95,039
1,049,376 104,938 368,827 463,765
Share issued expenses - - 18) (18)
At 31 December 2005 1,049,376 104,938 358,809 463,747

Share options

Details of the Company’s share option scheme are included in note 32 to the financial
statements below.

hey
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

32. SHARE OPTION SCHEME

On 1 September 2005, the shareholders of the Company approved the termination (fo the
effect that the Company can no longer grant any further options) of the share option
scheme adopted by the Company on 2 September 1996 (the "OIld Scheme”) and the
adoption of a new share option scheme (the "New Scheme”). All options granted and
outstanding prior to the termination of the Old Scheme will remain in full force and effect.

(o) Old Scheme

The Oid Scheme was adopted by the Company on 2 September 1996. The purpose
of the Old Scheme is to provide incentives and rewards to eligible participants who
confribute to the success of the Group’s operations. Eligible participants of the Old
Scheme include the executive directors and other full-time employees of the Group.

Share options under the Old Scheme do not confer rights on the holders to dividends
or to vote at shareholders” meetings.




NOTES TO FINANCIAL STATEMENTS

31 Cecember 2005

32. SHARE OPTION SCHEME (CONTINUED)

(@)

Old Scheme (confinued)

The following share options were outstanding under the Old Scheme during the year.

Name o
category of

participant

Directors

Mr, Yeung Chun Fon

Mr. Yaung Chun Ho

M Pau Sze Kee, Jackson

Mr, Hui Chung Shing,
Keman, JP
Ms. Cheung Wai Yee

Other employees in aggregate

Number of sharas subject to options Share oplions Price of Company's share™*
Immediately At exercise
Al A befote the date of
1 Jenuary During the year 31 December Dateof  Subscription exercise share
2005 Exerclsed lopsed  Cuncelled 2005 gian* price” Exercised period dafe options
000 ‘000 000 000 000 HKS HKS HK$
5940 (5.940) - - - 3199 1800 3111011997 to 30/10/2007 3418 3424
10,000 (10,000) - - e 1.800 311101997 to 30/10/2007 3418 3404
2982 (2.962) - - - e 2.564 16/09/1997 fo0 29/08/2007 3418 3424
1,000 {7,000 311101997 1.800 317101997 to 3011072007 3418 3424
10000 (10,000) - 31101997 1800 31110/1997 to 30/10/2007 3418 3424
2404 (2.404) - - - 30/08N1997 2.564 16/09/1997 1o 29/08/2007 3418 3424
7,494 (7.494) - - 300997 1800 3111011997 f0 301012007 3418 3424
45,800 (45,800) - - -
10,450 {2,650} 7800 16/06/1997 2876 15/06/2000 fo 14/06/2007 34 3435
13,188 (342) (30) - 12816 30/0811997 2564 16/09/1997 to 20/08/2007 3404 3433
6,656 - - 8,688 317101997 1.800 31/10/1997 to 3011072007 -
30,294 2992) (@30) - 2.2
76,004 (48,792) (30) - 272

)
(@

iy




NOTES TO FINANCIAL STATEMENTS

31 December 2005

32. SHARE OPTION SCHEME (CONTINUED)

(@)

Old Scheme (continued)

Notes to the reconciliation of share options under the Old Scheme outstanding
during the vear:

* The vesting period of the share opfions is from the date of the grant unfil the
commencement of the exercise period.

i The subscription price of the share options is subject to adjustment in the case
of rights or bonus issues, or other similar changes in the Company’s share
capital.

***  The price of the Company’s shares disclosed immediately before the exercise
date of the share options is the weighted average of the Stock Exchange
closing prices immediafely before the dates on which the options were
exercised.

The 48,792,000 share options exercised during the year resulted in the issue of
48,792,000 ordinary shares of the Company and new share capital of HKS$4,880,000
and share premium of HKS$90,159,000 (before issue expenses), as further detailed in
note 31 to the financial statements.

At the balance sheet date, the Company had 27,272,000 share options outstanding
under the Old Scheme, which represented approximately 2.60% of the Company’s
shares in issue as at that date. The exercise in full of all outstanding share options
would, under the present capital structure of the Company. result in the issue of
27,272,000 additional shares of HKS0.10 each and proceeds of approximately
HKS$67,274,000.

No theoretical value of share option is disclosed as no share options were granted
during the year.




NOTES TO FINANCIAL STATEMENTS

31 December 2005

32. SHARE OPTION SCHEME (CONTINUED)

(b)

New Scheme

The New Scheme was adopted by the Company on 1 September 2005, unless
otherwise terminated or amended, the New Scheme will remain in force for 10 years
from the date of adoption.

The purpose of the New Share Option Scheme is to attract and retain the best
quality personnel for the development of the Company’s businesses;, o provide
additional incentives to employees, officers and directors of the Group; and to
promofe the long term financial success of the Company by aligning the interests of
option holders fo shareholders.

Pursuant fo the New Scheme, the maximum number of shares in respect of which
opticns may be granted must not in aggregate exceed 10% of the shares in issue at
the date of approval of the New Scheme. The maximum number of shares issuable
under share options to each eligible participant in the New Scheme in any 12-month
period is limited 1o 1% of the ordinary shares of the Company in issue.

The subscription price of the share options is deferminable by the board of directors,
buf shall not be less than whichever is the higher of (i) the closing price of the
ordinary shares of the Company as stated in the Stock Exchange’s daily quotations
sheet on the date of grant, which must be a business day; (i) the average closing
prices of the ordinary shares of the Company as stated in the Sfock Exchange’s daily
gquotation sheets for the five business days immediately preceding the date of grant;
and (iify the nominal value of an ordinary share of the Company.

During the year, no share options were granted or exercised under the New Scheme.
Therefore, no theoretical value of share option is disclosed.

cozad]
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

33. RESERVES

Group
Exchange Non-
Share Asset  flucluation dishributable Retained

premium Confributed  revaluction reserve reserves profits Minority
account surplus reserve (note i) {note ii) (note i) Total interest
Notes  HKS'000 HKS 000 HK$'000 HKS"000 HK$000 HK$ 000 HKS 000 HKS 000

At 1 Jonuary 2004
As previously reported 268,668 115,551 14,099 (26,300) 5,566 790,314 1,167,898 183,531
Prior year adjustment 24 - - (319) m - (281 (601 328
As restated 268,668 115,551 13,780 (26,301) 5,566 790033 1,167,297 183,859
Net surplus on revaluation (restated) - - 3,024 - - - 3,024 1723

Exchange realignment on transiation
overseas subsidiorles,
jolntly-controlled entities

and associates - - - 7,697 - - 1697 (693)
Transfer from retained profiis - - - - 78 0] - -
Capital contributed by a

minority shareholder - - - - - - - 496
Dividends paid to minorty shareholders - - - - - - - (89.821)

Share of non-distributable
reserves of jointly-controlied

entities - - - - 29 (298) - -
Revaluation reserve relegsed on disposal - - {603) - - 603 - -
Net profit for the year (restated) - - - - - 219,193 219,193 53,550
Interim 2004 dividend 12 - - - - - (27,016 (27.016) -
Proposed final 2004 dividend 12 - - - - - (106,061)  (105,061) -
A 3) December 2004 208,668 115,851 16,201 (18,604) 5,942 B77.376 1265134 149,114




NOTES TO FINANCIAL STATEMENTS

31 December 2005

33.

RESERVES (CONTINUED)

Group

At 1 January 2005
As previously reported
Prior year adjustment

As restated
Net surplus on revaluation
Exchange realignment on translafion of
overseas subsidiaries,
joinily-conholled entifies
and associates
Transfer from retained profits
Dividends paid fo minority sharehoiders
Revaluafion reserve released on disposal
Net profit for the year
Issue of shares
Share issue expenses
Underaccrual of 2004 final dividend
Interim 2005 dividend
Proposed final 2005 dividend
Proposed special 2005 dividend

Al 31 December 2005

Notes

24

Exchange Non-
Share Asset  fluctuation distributable  Retained

premium  Contributed  revaluafion teserve reserves profits Minority
account surplus leserve {note i) {note ii) {note i) Totel inferest
HK$'000 H$'000 HK$'000 Kk$°000 HK$000 HK$'000 KK$:000 HK$'000
268,668 115,551 17,844 (18,603) 5942 878,539 1,267,941 149,890
- - (1,643) 1)) - (1,163) (2,807) (776)
268,668 115,551 16,201 {18,604) 5,942 877,376 1,265,134 149,114
- - 4,960 - - - 4,960 851

- - - (14,147 - - (14,147 919

- - - - 465 (465) - -
- - - - - - - (49,887)

- - (17 - - 17 - 17

- - - - - 242,809 242,809 48,676
90,159 - - - - - 90,159 -
(18) - - - - - (18) -

- - - - - (265) (265) -

- - - - - (30,432) (30,432 -

- - - - - (114,382)  (114,382) -

- - - - - (104938) (104,938 -
358,609 115,551 21,144 (32,751) 6,407 869,720 1,338,880 149,690



NOTES TO FINANCIAL STATEMENTS

31 December 2005

33. RESERVES (CONTINUED)

As detailed in note 2.2 (&) to the financial statements, on the adoption of HKFRS 3, the
Group applied the transitional provision of HKFRS 3 that permitted goodwill and negative
goodwill in respect of acquisitions which occurred prior to the adoption of the HKFRS, o
remain eliminated against or credited to the retained profits. The amounts of the goodwill
and negative goodwill remaining in the retained profits as at 31 December 2005, arising
from the acquisition of subsidiaries. jointly-controlled entities and associates prior to the
adoption of HKFRS 3, were HKS$2,429,000 (2004: HKS2,429,000) and HKS$7,145,000 (2004:
HK$8,071,000), respectively.

Notes: (i) Included in the exchange fluctuation reserve is an amount of HK$15,386,000 (2004:
exchange gains of HK$34,411,000), representing the exchange gains arising on the
transiation of loans to overseas subsidiaries that are not repayable in the foreseeable
future and, in the opinion of the directors, are part of the Company’s nef investments in
the subsidiaries.

(i) Pursuant fo the relevant laws and reguliations for Sino-foreign joint venture enterprises, a
portion of the profits of the Group’s subsidiaries and jointly-controlled entities in
Mainland China has been transferred 1o reserve funds, which are restricted as to use.




NOTES TO FINANCIAL STATEMENTS

31 December 2005

33. RESERVES (CONTINUED)

Company
Share
premium Contributed Retained
account surplus profits Total
Notes HKS000 HK$°000 HK$000 HK$°000
At 1 January 2004 268,668 377,567 464,325 1,110,560
Net profit for the year M - - 184,641 184,641
Interim 2004 dividend 12 - - (27.016) (27.016)
Proposed final 2004 dividend 12 - - (105,061) (105,061)
At 31 December 2004 and
1 January 2005 268,668 377,567 516,889 1,163,124
Issue of shares 31 90,159 - - 90,159
Share issue expenses 31 (18) - - (18)
Net profit for the year I - - 15,723 15,723
Underaccrual of 2004
final dividend 12 - - (265) (265)
Interim 2005 dividend 12 - - (30,432 (30,432
Proposed final 2005 dividend 12 - - (114,382) (114,382)
Proposed special
2005 dividend 12 - - (104,938) (104,938)
At 31 December 2005 358,809 377,567 282,595 1,018,971

The Group’s contributed surplus represents the difference between the nominal vaiue of
the share capital issued by the Company and the aggregate of the share capital and the
share premium of the subsidiaries acquired pursuant to the Group reorganisation prior to
the listing of the Company’s shares in 1996,

The Company’s contributed surplus represents the excess of the fair value of the shares of
the subsidiaries acquired pursuant to the Group reorganisation, over the nominal value of
the Company’s shares issued in exchange therefor. Under the Companies Act 1981 of
Bermuda (as amended), the confributed surplus is distributable to shareholders under
certain circumstances.

)
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NOTES TO FINANCIAL STATEMENTS

31 December 2005
34. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
Major non-cash transactions
During the year, the Group entfered into finance lease arrangements in respect of property,

plant and equipment with a total capital value at the inception of the leases of
HK$596,000 (2004: HKS397,000).

35. CONTINGENT LIABILITIES

At the balance sheet date, contingent liabilities not provided for in the financial statements
were Qs follows:

Group Company
2005 2004 2005 2004
HK$'000 HKS°000 HK$'000 HK$ 000
Bank guarantees provided for
facilities granted to subsidiaries - - 1,079,860 913.570
Extent of the guaranteed facilities
utilised by subsidiaries - - 27,062 42,592

Bills discounted with recourse - 104,086 - -
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36. OPERATING LEASE ARRANGEMENTS

(a)

)

As lessor

The Group leases its investment property (note 15 o the financial statements) under
an operating lease arrangement, with the lease negoftiated for a term of two years.
The terms of the lease generally also require the tenants to pay security deposits.

At 31 December 2005, the Group had total future minimum lease receivables under
non-cancellable operating leases with its tenants falling due as follows:

Group
2005 2004
HK$'000 HKS 000
Within one year 119 204
In the second to fifth years, inclusive - 119
119 323

As lessee

The Group leases certain of its plant and machinery, retail stores and office
properties under operating lease arrangements, with leases negoftiated for terms
ranging from three fo six years.

At 31 December 2005, the Group had total future minimum lease payments under
non-cancellable operating leases falling due as follows:

Group
2005 2004
HK$’000 HK$'000
Within one year 291,311 279,282
In the second to fifth years, inclusive 554,700 513,501
After five years 174,446 184,345

1,020,457 977,128
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31 December 2005

37. COMMITMENTS

In addition to the operating lease commitments detailed in note 36(b) above, the Group
had the following commitments at the balance sheet date:

(a) Capital commitments

Group
2005 2004
HK$°000 HK$'000
Contracted, but not provided for.
Construction in progress 27,284 47,781
Capital contributions payable to associates - 12,900
27,284 60,681
Authorised, but not contracted for:
Construction in progress 35,774 49,213
Capital contributions payable to associates 12,900 30,500
48,674 79,713
75,958 140,394
(b) Others
Group
2005 2004
HK$°000 HK$'000
Forward foreign exchange contracts - 4,848

At the balance sheet date, the Company had no significant commitment,

o)
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31 December 2005

38. RELATED PARTY TRANSACTIONS

(@)

)

In addition to the connected fransactions disclosed in the report of the directors,
which were also related party tfransactions, the Group had the following material
fransactions with related parties during the year:

Group
2005 2004
Notes HK$°000 HKS 000
Purchases of raw materials from
jointly-controlled entities 0] 172 583
Processing charges paid to
jointly-controlled entities (i) 63,449 112,789
Processing charges paid o an associate @n 33,045 43,056
Management fee paid to an associate @i 5,968 5,968
Sales of good to associates (iv) 293 -
Notes:

0] The directors consider that purchases of raw materials were made according fo terms
and conditions comparable to those offered to other customers of the jointly-
confrolled entities.

(i The processing charges were calculated af the costs incurred by the jointly-controlled
entities and associafes plus a mark-up agreed between the parties.

@iy  The mancgement fee was based on direct costs incurred, plus mark-up agreed
between the parties.

(iv)  The sales to the associates were made according to the published prices and
conditions offered to the major customers of the Group.

Qutstanding balances with related parties:

0] As disclosed in the consofidated balance sheet, the Group had outstanding
receivables from its related companies of HK$1,072,000 (2004: HK$14,977,000), as at the
balance sheet date, The receivables are unsecured, interest-free and have no fixed
terms of repayment.

i) Details of the Group’s loans to and due from/to its associates as at the balance sheet
date are included in note 19 to the financial statements, and details of the Group's
amounts due from/teo its jointly-controlied entities are included in note 18 to the
financial statements,

iy  Details of the Group’s long ferm loans from its minority shareholders are included in
note 29 to the financial statements,

©9
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38. RELATED PARTY TRANSACTIONS (CONTINUED)

(¢) Compensation of key management personnel of the Group:

2005 2004

HK$'000 HK$'000

Short term employee benefits 37,088 29,005

Post-employment benefit 821 606
Total compensation paid to key

management personnel 37,909 29,611

Further details of directors” emoluments are included in note 8 to the financial
statements.

39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments, other than derivatives, comprise bank loans,
finance leases and cash and short-term deposits. The main purpose of these financial
instruments is to raise finance for the Group's operations. The Group has various financial
assets and liabilities such as frade receivables and trade payables, which arise directly
from its operations.

[t is, and has been, throughout the year under review, the Group’s policy that trading in
financial instruments shall be undertaken to enhance the yield from idle fund. The Group’s
accounting policies in relation to derivatives are set out in note 2.5 to the financial
statements.

The main risks arising from the Group’s financial instruments are cash flow interest rate risk,
foreign currency risk, credit risk and liquidity risk. The board reviews and agrees policies for
managing each of these risks and they are summarised below.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

(o)

(b)

(c)

Cash flow interest rate risk

The Group’s exposure to the risk of changes in market interest rates primarily to the
Group’s long term debts obligation with a floating interest rate.

As the Group’s long-term debts obligation is not significant, the group does not
anticipate significant impact under this type of risks. The Group’s policy is to manage
its interest cost under variable rate debfs.

Foreign currency risk

The Group manages its foreign currency risk with trading policies and close
monitoring of adherence to such policies. The Group has fransactional currency
exposures. Such exposures arise from sales or purchases by operating units in
currencies other than the units’ functional currency.

The Group's functional currencies consist of Hong Kong dollars, RMB, and Australian
doliars. As Hong Kong dollars are pegged to United States dollar, the Company does
not anficipate significant movement in the exchange rates except those relating 1o
Australian dollars, Approximately 20%. (2004; 22%) of the Group’s sales are
denominated in Australian dollars while almost 24% (2400: 28%) of the related costs
are denominated in United States dollars. The Groups enters into forward contracts
To hedge the foreign currency risk.

Credit risk

The Group trades only with recognised and creditworthy third porﬂes. It is the
Group’s policy that all customers who wish o trade on credit terms are subject fo
credit verification procedures. In addifion, receivable balances are monitored on an
ongoing basis and the Group’s exposure to bad debts is not significant.

With respect to credit risk arising from the other financial assets of the Group, which
comprise cash and cash equivalents and cerfain derivative instruments, the Group’s
exposure to credit risk arises from default of the counterparty, with a maximum
exposure equal to the carrying amount of these instruments.

Since the Group trades only with recognised and creditworthy third parties, there is
no requirement for collateral.



NOTES TO FINANCIAL STATEMENTS
39.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
(d) Liquidity risk

(e)

The Group’s objective is to maintain a balance between continuity of funding and

acquired fo ensure proper funding.

match the maturity of borrowings with expected cash inflow from the relevant assets

flexibility through the use of bank loans and finance leases. The Group’s policy is to
Fair values

As at 31 December 2005, the carrying amounts of the Group’s financial assets and
liabilities approximate to their fair values.
40.

PARTICULARS OF PRINCIPAL SUBSIDIARIES

result in particulars of excessive length.

The table below lists the subsidiaries of the Company which, in the opinion of the directors,
of the Group. To give details of other subsidiaries would, in the opinion of the directors,

principally affected the resulfs for the year or formed a substantial portion of the net assets

Particulars of the principal subsidiaries are as follows:

Nominal
Place of value of issued Percentage
incorporation or ordinary share or of equity
registration/ registered attributable Principal
Name operations capital to the Group activities
2005 2004
Glorious Sun Enterprises British Virgin Uss200 100 100 Investment
(BVI) Limited® Islands/ holding
Hong Kong
Jeanswest (BVI) Limited British Virgin Usst 100 100 Investment
Islancs/
Hong Kong

holding

(o
@2
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40. PARTICULARS OF PRINCIPAL SUBSIDIARIES (CONTINUED)

Nominal
Place of value of issued Percentage
incorporation of ordinary share or of equity
registration/ registered atfributable
Name operations capital to the Group
2005 2004
Jeanswest International Malaysiaf Uss1 100 100
(L) Limited Hong Kong
Glorious Sun Licensing Malaysia/ Uss 100 100
(L) Limited Hong Kong
Jeanswest Investments Australia AS12,002,202 100 100
(Australia) Pty. Lid.
Jeanswest Wholesale Australia AS2 100 100
Pty. Lid.,
Jeanswest Corporation Ausiralia A$11,000,000 100 100
Pty. Lta. Ordinary
A$1,000,000
A class shares
Renher Pty. Lid, Australia A§2,200 100 100
Ordinary
Jeanswest International Hong Kong/ HK$10,000,000 100 100
(HK) Limifed Mcinland Ching Ordinary
Advancefex Investment Hong Kong/ HK$10,000,000 100 100
Limited Mainland China Ordinary

TAA
134

Principal
activities

Investment
holding

Holding of
frademarks

Investment
holding

Trading of
apparel

Retail of
apparel
in Australio

Provision of
shop leasing
services in
Australia

Retail of
apparel in
Mainland
China

Refail of
apparel in
Mainland
China
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40. PARTICULARS OF PRINCIPAL SUBSIDIARIES (CONTINUED)

Name

Glorious Sun Industries
(BVI) Limited

The Glorious Sun Fashion
Garment Manufactory
(HK.) Limited

Pacific Potential Trading
Company Limited

Advancetex International
Trading (HK)
Company Limited

Parkent Industries Limited

Gold Treasure investment
Limited

Advancetex Fashicn
Garment
Mfy. (Hul Zhou)
Limited™

HRILRHEM)
BRAE"

Place of

incorporation or

registration/
operations

British Virgin
Islands/
Hong Keng

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Mainland China

Mainland China

Nominal
volue of issued

ordinary share or

registered
capital

Uss1

HK$2,600,000
Ordinary

HK$200,000
Ordinary

HK$6,000,000
Ordinary

HK$600,000
Ordinary

HK$2
Ordinary

U5$8,128,000
paid up to
US$6,128,000

US§4,923,000

Percentage
of equity

attributable

to the Group
2005 2004
100 100
100 100
100 100
100 100
100 100
100 100
100 100
100 100

Principal
activities

Investment
holding

Trading and
manufacturing
of apparel and
provision of
management
services

Provision
of agency
services

Trading and
production
of apparel

Import and
export of
apparel

Provision of
preduction
management
services

Manufacturing
of apparel

Manufacturing
and trading
of apparel
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40.

PARTICULARS OF PRINCIPAL SUBSIDIARIES (CONTINUED)

Place of

incorporation or

registration/

Name operations

Glorious Sunshine Textiles Hong Kong

Company Limited

Sparow Apparels Bangladesh
Limited?

Gennon Industries Hong Kong
Limited

AEZZ(EMERDLT" Manland China

Chapman International Macau
Macao Commercial
Offshore Limited

Main Pui Investments Hong Kong
Limited
Recent Garments and Bangladesh

Knitting Industries Lid*

Shamoli Garments Bangladesh
Limited?

PT. Crownfund Gorment Indonesia
Factory *

Gennon (Combedia) Cambodia
Garment

Manufacturing Ltd.?
ENFZHXERLE  Mainland China

Nominal

value of issued
ordinary share or
registered
capital

HK$10,000,000
Ordinary

Tk10,000,000
Ordinary

HK$10,000
Ordinary

HK$500,000

MOP100,000

HK$1,460,000
Ordinary

Tk100,000
Ordinary

k10,000,000
Ordinary

US$1,000.000

US$500,000
Ordinary

HK$5,000,000

Percentage
of equity
atiributable
to the Group
2005 2004
100 100
70 70
100 100
100 -
50.4 50.4
50.4 50.4
35.3% 353
35,3 35.3
47.9% 479
50.4 50.4
48.4% 484

Principal
activities

Import and
distribution
of textile
products

Manufacturing
of apparel

[nvestment
holding

Trading of
apparel

Trading of
apparel

Property
holding and
provision of

management
services

Manufacturing
of apparel

Manufacturing
of apparel

Manufaciuring
of apparel

Manufacturing
of apparel

Manufacturing
of apparel
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40. PARTICULARS OF PRINCIPAL SUBSIDIARIES (CONTINUED)
Nominal
Place of value of issued Percentage
incorporation or ordinary share or of equity
registration/ registered attributable Principal
Name operations capital to the Group activities
2005 2004
Dongguan Ming Hol Mainland China HK$147,660,000 50.4% 50.4 Provision
Dyeing & Finishing paid up fo of dyeing and
Factory Co., Ltd.** HK$121,043,763 knitting
services
Recent Sweaters Bangladesh Tk200,000 35.3% 35.3 Manufacturing
Limited? Ordinary of apparel
Rays The Glorious Brifish Virgin USS1 100 100 Investment
(nvestment (BVI) Islands/ holding
Limited Hong Kong
Full Yuen Investments Hong Kong HK$2 100 100 Investment
Limited Crdinary holding
Shijiazhuang Changhong Mainland China US$2,100,000 65 65 Provision of
Building Decoration interior
Engineering Co., Lid.*** decoration and
renovation
services
Talzhou Famebish Mainland China US$100,000 50 60 Manufacturing
Apparel Co, Lid, 7 of apparel
* Directly held by the Company.
o Registered as wholly-foreign owned enterprises under the PRC law.
. Registered as sino-foreign equity joint ventures under the PRC law.
# Not audited by Ernst & Young Hong Kong or other Ernst & Young International member firms.

## Subsidiaries of a non wholly-owned subsidiary of the Company and, accordingly, are
accounted for as subsidiaries by virtue of the Company’s controf over them,
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

POST BALANCE SHEET EVENT

On 7 April 2006, Jeanswest International (L) Limited, a wholly owned subsidiary of the
Company entered info an acquisition agreement with Dr. Charles Yeung, SBS, JP and Mr.
Yeung Chun Fan, directors of the Company, for the acquisition of the entire equity interest
of Goldpromise Limited and related shareholders’ loans for a total consideration of
USS$10,180,000. The completion of the transaction is conditional, upon the Company
obtaining independent shareholders’ approvals required the Listing Rules on or before 26
May 2006 and there being no material adverse change to the business, financial condition
or results of operations of Goldpromise Limited and its subsidiaries until completion. Details
of the connected transaction have been included in an announcement of the Company
dated 7 April 2006.

COMPARATIVE AMOUNTS

As further explained in notes 2.2 and 2.4 to the financial statements, due fo the adoption
of new and revised HKFRSs during the current year, the accounting treatment and
presentation of certain items and balances in the financial statements have been revised
to comply with the new reguirements. Accordingly, certain prior year and opening
balance adjustments have been made and cerfain comparative amounts have been
reclassified and restated to conform with the current year’s presentation and accounting
treatment,

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors
on 20 April 2006.

(@S]
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FINANCIAL SUMMARY

A summary of the published results of the Group for the last five financial years/period, as
extracted from the audited financial statements and reclassified as appropriate, is set out below.
The amounts for each year in the financial summary have been adjusted for the effects of the
retrospective changes in accounting policies, as detailed in note 2.2 to the financial statements.

Revenue

Operating profit
(after finance costs)

Share of profits and losses of

jointly-controlled entfities
and associates

Profit before tax

Tax

Profit for the year/period

Aftributable to!
Equity holders of the
Company
Minority interests

Period from

1 April 2002
Year ended Year endsd Year ended to Year ended
31 December 31 December 31 December 31 December 31 March
2005 2004 2003 2002 2002
HK$:000 HKS 000 HKS 000 HKS 000 HKS'000
(Restated) (Restated) (Restated) (Restated)
3,802,398 3,583,751 3,310,309 2,436,567 2,924,850
325,872 341,011 318,315 217,324 234,779
45,059 21,828 33,524 21,656 28,311
370,931 362,939 351,839 238,980 263,090
(79,446) (90,196) (94,548) (49,130) (15,959)
291,485 272,743 257,291 189,850 247,131
242,809 219,193 164,843 128,693 152,584
48,676 53,550 92,448 61,157 94,547
291,485 272,743 257,291 189,850 247131




FINANCIAL SUMMARY

TR A

S SUN ENTERPRISES LIMITED
S oUN ENTERPRISES LIMITED

A summary of the published assets, liabilities and mincrity inferests of the Group for the last five
financial years/period, as extracted from the oudited financial statements and reclassified s
appropriate, is set out below. The amounts for each vear in the financial summary have been
adjusted for the effects of the retrospective changes in accounting policies, as detailed in note 2.2
to the financial statements.

Property, plant and
equipment

Prepaid land lease payments
Investment property

Interests in jointly-controlled
entit es and associotes

Permanent quota
Deferrad tox assets

Currert assets
TOTAL ASSETS

Current liabilities

Interest-bearing bank loans
and other borrowings
(nor -current portion)

Long term loans from
minority shareholders

Deferrad tax liabilities
TOTAL LIABILITIES

NET ASSETS

MINORITY INTEREST

31 December 31 December 31 December 31 December 31 March
2005 2004 2003 2002 2002
HK$°000 HK$'000 RK$°000 HK$'000 HK$'000
(Restated) (Restated) (Restated) (Restated)

622,163 497,356 492,132 466,968 450,614
17,209 17,618 18,027 16,396 15,993
2,500 1,900 1,650 1,650 1,850
235,674 186,247 129,377 89,221 96,967
- - 1,166 1,540 2,217

14,525 11,887 - - -
2,519,866 2,313,783 2,232,687 1,968,395 1,794,695
3,411,937 3,028,791 2,875,038 2,574,170 2,362,336
1,583,294 1,373,906 1,283,908 1,092,865 914,912
6,004 25,061 53,722 61,257 30,037
9,400 9,400 400 9,400 9,400
a1 1,067 1,750 2,019 527
1,599,109 1,409,424 1,348,780 1,165,541 954,876
1,812,828 1,619,367 1,526,258 1,408,629 1,407.460
149,690 149,114 183,859 158,025 189,115

B,
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7.1

7.2

7.3

7.4

7.5

BRABREE  BRER BEABIZHBTEEROREREREMA T Z AR H)Genena
Sportswear Company, INCHIFERTEEZE (RALEBEFREESTER L Z A FGenerra
Sportswear (HK) Limited® (iNEZBE R W MK T 2 A 7 Generra Production
Corporation) » W =H ARI# EGenenraBERE 2Lt  LERFEE -BASHEFAEER
W8 FH & & Generra Sportswear Company, inc.z BEEE - R—AAZF+A-H 2
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